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BENNY WAMPLER: Good norning. M nane is Benny

VWanmpler. |'mDeputy Director for the Virginia Departnent of
M nes, Mnerals and Energy, and Chairman of the Gas and O |
Board. 1'll ask the Board nenbers to introduce thensel ves,

starting wwth M. Brent.

MASON BRENT: My name is Mason Brent. |'mfrom
Ri chnond, and | represent the gas and oil industry.
BILL HARRIS: |I'mBill Harris fromWse County, a

public nmenber.

SHARON PI GEON:  |'m Sharon Pigeon. |I'mwth the

office of the Attorney General.

JIMMINITYRE: JimMlintyre. |I'mfrom Wse,
Virginia. |'ma citizen appointee to the Board.
BOB WLSON: |'mBob Wlson. I'mthe Director of

the Division of Gas and G| and Principal Executive to the
Staff of the Board.

BENNY WAMPLER. W' re going to go ahead to nunber

ni neteen on the agenda today, the |last item because we have
only one disbursenent. It may be hel pful to sone of the
other folks to hear the disbursenent case to begin with since
we have sone issues regarding that. The Virginia Gas and Q|
Board w Il consider an application for a disbursenent of

funds on deposit in the escrow account for drilling unit COGC
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#34, based on the claimants' settlenent of clains regarding
ownership of gas production allocable to tracts wherein they
own gas rights. This docket nunber is VGOB-97-0520-0584-01.
We'd ask the parties that wish to address the Board in this
matter to cone forward at this tinme. State your nanes.

JILL HARRI SON:  Good norning. Again, thank you al

very much. M nane is Jill Harrison. I'mwth Penn Stuart &
Eskridge in Abingdon. This norning | represent Cabot O 1 and
Gas Corporation in this matter. They are the designated
operator for this unit. Wth ne | have M. Mchael Pryor and
M. Jeff Keikm M. Keimis with Cabot G| and Gas
Corporation in it’s Charleston, West Virginia office. |

won't be asking M. Keimany questions. He's here as the

conpany representative. M. Pryor will be ny w tness today.

BENNY WAMPLER. Do you want ne to get himsworn in?

JI LL HARRI SON: Pl ease.

(Wtness is duly sworn.)

JILL HARRISON: To give the Board a bri ef

expl anation of what we'll be doing, we...when we originally
had the force pooling on this unit in 1997, there were
certain interests which were unknown at that tine because of

heirship matters and one tract involved an ownership dispute.
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What we plan to do today is to present evidence with regard
to two of the tracts, Tracts 4 and Tract 6, so that we ny
have di sbursenent of those funds to show that the issues have
been resolved. Wth regard to Tract 5, sone of the issues
have been resolved. W're going to present evidence with
regard to that. | have to go sort of halfway because in
order to revise ny Exhibit C | needed to show you this
current status of ownership. There is one dispute
out standing so that the funds will not be disbursed, but I
needed to get evidence before you to show why our revised

Exhibit Cis different fromour Exhibit C

M CHAEL PRYOR

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MRS. HARRI SON

Q Wul d you state your nane, please?

A M chael Pryor. |'m an independent
contractor. |I'mhere just to help Cabot kind resolve this
pr obl em

Q Ckay, you've been working with themon the

resol ution of ownership issues in the COGC #34 unit?
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Yes, | have.

Q And is Cabot G| and Gas Corporation the
desi gnat ed operator for the COGC #34 units?

A Yes, it is.

Q In connection with the filing of this
application, did Cabot G| and Gas Corporation give witten
notice of this hearing to the interested parties of Tracts 4,
5 and 6 of this unit?

A Yes, they did.

Q And |"mgoing to show you a docunent which
have marked as Exhibit Nunber One. 1Is this a photocopy of
the certified nmail receipts evidencing delivery of the
witten notice to those individual s?

A Yes, it is.

JI LL HARRI SON: M. Chairman, | would ask that this

be entered into evidence as Exhi bit Nunber One.

BENNY WAMPLER: That will be adm tted.

Q Al so, in connection with this hearing, did
Cabot publish notice of this hearing in the Bluefield Daily
Tel egraph newspaper on January the 1st, 20047

A Yes, they did.

Q And 1'll show you what has been narked as

Exhibit Two. |Is that the notice of publication and
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certification fromthe newspaper about the advertisenent?

A Yes, it is. A copy was filed on January the
13t h, 2004.

Q Wth the Board?

A Wth the Board.

JILL HARRI SON:  Okay. And, M. Chairman, | would

ask that that be entered i nto evi dence.

BENNY WAMPLER: That will be adm tted.

Q In the original force pooling application
that we had, were there certain unknown heirs in Tracts 4,5
and 67

A Yes. There were ownership involving Thonas
J. Belton, and the Thomas A. Belton heirs, we did not...we
could not find that.

Q Ckay. And I'mgoing to show, which has been
mar ked as Exhibit Three, is this the original Exhibit C that
was filed in 1997 with the force pooling application?

A Yes, it is.

JILL HARRI SON: Okay. And, M. Chairman, | would

ask that what you have nmarked as Exhibit Three, if you
woul d. .. excuse ne, would you admt that, please. D d | say C
or Three?

BENNY WAMPLER: It will be admtted.
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JILL HARRI SON:  Three, | beg your pardon.

BENNY WAMPLER: Exhi bit Thr ee.

JI LL HARRI SON: Yes, sir.

Q All right. Since that tinme you have been
able to identify the Belton heirs and resolve the ownership

as related to thenf

A As far as they're concerned, yes.

Q Yes. And have you al so been able to | ocate
the, what 1'll refer to as the Alfred Wal dron heirs on page
seven?

A Yes.

Q Ckay. And |'mgoing to show you what has

been marked as Exhi bit Nunber Four and ask you if this is a
correct revised Exhibit Cto show the current status of
ownership interest as wll be explained with the deeds we'll
present to the Board?

A Yes, it is.

JILL HARRI SON: And, M. Chairman, this has

previously been filed with the Board. But | wanted the Board
menbers to have their own copies to take a look at. |If you
woul d, please admt that as Exhi bit Nunber Four.

BENNY WAMPLER: That will be adm tted.

Q Focusing on Tracts 4, this is the tract in
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whi ch we have previously identified the heirs of Thomas A
Bel ton and Thomas J. Belton as having an ownership interest
inthe tract. How was that ownership issue resolved?

A The heirs of Thomas A Belton and Thonas J.
Belton, they had a quitclaimdeed fromthemto M. Sparks on
that tract conveying any interest that they m ght have, if
any.

Q kay. And | would ask you to take a | ook at
this, which I've marked as Exhibit Nunber Five. I|f you would
identify that for the Board, please?

A This is a copy of the quitclaimdeed from
M. Randy Asbury who had the power of attorney for all of the
heirs involved with the Belton Estate. He conveyed a deed..
he conveyed the tract to M. Sparks, any interest that they
m ght have.

Q And as a result of this quitclaimdeed, this
resol ved any issues outstanding with regard to the Thomas A
Bel ton and Thomas J. Belton heirs?

A Right. That's correct.

JILL HARRISON: M. Chairman, |'d ask that Exhibit

Fi ve be introduced i nto evi dence.

BENNY WAMPLER: That will be adm tted.

JILL HARRI SON: Thank you.
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Q Going...well, let me finish up with Tract
Four. So, as a result of this quitclai mdeed, the current
ownership interest of the tracts would then be in what
per cent age?

A It would be 50%to Charles David Sparks and
50% Mel i nda Spar ks.

Q Okay. Thank you. Then going to Tract
Nunber 5, there were certain owership interests that were
identified with regard to the Waldron heirs. If you would
pl ease explain to the Board how t hose were resol ved.

A The WAl dron heirs, they al so conveyed any
interest they had to M. Sparks on the 9.44 acres, which was
Tract 5, they conveyed all their interest to M. Sparks.

Q Ckay. And that would include Alfred G
Wal dron, Betty Rose Wal dron, now Rhode, RRH O D-E, and Di ana
Wal dron Canter, now \Val ker ?

A Ri ght. Yes.

Q And are these copies of the two deeds which
wer e execut ed?

A Yes, they are.

JILL HARRISON. Okay. M. Chairman, | would ask

that Exhibit Six and Seven be admtted i nto evi dence.

BENNY WAMPLER: That will be adm tted.

10
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Q Then al so, M. Pryor, we had anot her
conveyance. W had previously shown Brockford, LC with
having an interest in Tract Nunmber 5, and who is the current

owner of that tract---?

A It's Wendel | Kent Brockman.

Q ---of that interest, I'"'msorry?

A For his...the interest has changed. |If
any...if any interest is clainmed, it's owed by Wendel | Kent
Br ockman.

Q Uh-huh. And is Exhibit Nunmber Ei ght a copy

of the deed from Brockford, LC to Wendall Kent Brockman?
A. Yes, it is.

JILL HARRI SON: Thank you. M. Chairman, | woul d

ask that Exhibit Eight be introduced into evidence.

BENNY WAMPLER: That will be adm tted.

Q All right, then one | ast deed that we have,
and this is with regard to Tract Nunber Six. One of the
owners that was previously identified on the original Exhibit
C was Donald R Beavers, and if you would, explain to the
Court how Melinda Beavers cane to be the owner of that
i nterest.

A Mel i nda Beavers and her husband, Donal d

Beavers, got divorced and he conveyed all his interest in the

11
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tract to Melinda S. Beavers.

Q As her sole and equitable estate?
A Ri ght .
Q Okay. And is this instrunent that has been

mar ked as Exhi bit Nunber Nine, is that a copy of the deed
fromM. Beavers to Ms. Beavers?

A Yes, it is.

Q And after this conveyance, what woul d be the
current ownership of Tract Nunber Six?

A It would be Melinda Beavers owning it, with
M. Sparks having to claimany claimthat he woul d have. .. any

title that he derived fromthe Belton heirs in the tract.

Q And woul d t hat be 50%
A 50% 50%
Q All right. So, we have both 50%to Ms.

Beavers and 50% --7?

A 50%to M. Sparks.

Q Thank you. | did not ask you on Tract
Nunmber Five, after the conveyances that were renmaining, who
woul d be the two individuals at this point in tine, or three
| guess, would have possible clains to that oil and gas?

A It would be M. Wendell Kent Brockman and it

woul d be 50% and then Charles David Sparks and his wife Mary

12
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G Sparks woul d be the other 50%
Q VWll, we're not doi ng percentages because

there's a dispute, is that correct?

A That's right.

Q Okay. Those are the potential claimants?
A Potential claimnts, right.

Q Al right. Okay. After these instrunents,

is the current ownership of the tract as reflected in the
revised Exhibit C that has been presented to the Board?

A Yes.

Q And has Cabot reconciled its records of
royalty deposits for the COGC 34 unit with the Board's escrow
agent ?

A Yes, they have.

Q And what is the current anount that's
presently held in escrow for this unit?

A $23, 000. . . $23, 791. 69.

Q All right. And at this point in tineg,
woul d direct the Board's attention to Exhi bit Nunber Ten,
whi ch has the anobunts that have been agreed upon by the
Board's escrow agent and by Cabot. If you would, please, go
through the figures for Tracts 4 and Tract 6 for us, please.

A. In Tract 4, there's $16, 903. 13. In Tract 5,

13
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the amount in the escrow account is $2,755.42. As far as
Tract 6 goes, there is $639.35. There's an additional Tract
7, 8 and 9, which we're not...which we're not requesting the
Board to rel ease the funds. There's $3,493.79. That's not
related to these tracts.

Q So, to the best of your know edge, based on
the reconciliation, the amobunts that are shown on Exhibit Ten
for Tracts Four and Six are the anmobunts that we woul d request
to be disbursed today?

A That is correct.

Q And on behalf of Cabot, are you requesting
that those funds be distributed to Charles David Sparks and
Mel i nda Sparks Beavers in the anbunts shown on the exhibit?

A That's correct.

Q And fromtoday forward, does Cabot al so
request that the Board direct Cabot to pay any future
royalties to Charles David Sparks and Melinda Sparks on
Tracts 4 and 6 in the percentages shown in the exhibit?

A That is correct.

JI LL HARRI SON: M. Chairman, that's all the

evidence that | have with regard to the...to the request for
di sbur senent .

BENNY WAMPLER: | have one question and the Board

14
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menbers may have sone. On your quitclai mdeed, Exhibit
Nunmber Fi ve.

JI LL HARRI SON: Yes, sir.

BENNY WAMPLER: ---the deed is to Charl es David

Sparks. On the other deeds it's Charles David Sparks and
Mary G Sparks, his wife. |Is there any significance in that
regar di ng payout ?

JI LL HARRI SON: No, sir. These are two different

tracts. Tract 5 deals with...|l nmean, excuse ne, Exhibit Five
deals with Tract Nunber 4.

BENNY WAMPLER:  Ri ght.

JILL HARRI SON:  And then Exhibit Six and Seven are

on Tracts Nunber 5 for which we are not requesting
di sbur senent .

BENNY WAMPLER:  So, the payout would be to Charles

Davi d Sparks.
JILL HARRI SON: 50% and Mel i nda Sparks 50% vyes,

sir.

BENNY WAMPLER. Ckay. And is M. Asbury here?

JI LL HARRI SON: Yes, sir.

M CHAEL PRYOR: Yes, he is.

BENNY WAMPLER:  Coul d we get you to cone forward

and state your nane for the record? Can | get you sworn in?

15
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(Randal | Asbury is duly sworn.)

BENNY WAMPLER:  State your nane for the record.

RANDALL ASBURY: Randal | Asbury.

BENNY WAMPLER:  And it's represented that you're

the representative and attorney-in-fact representing the
fol ks---7

JILL HARRI SON: The Belton heirs.

BENNY WAMPLER:  Yes, thank you.

RANDALL ASBURY: Yes, sir.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

MASON BRENT: M. Chairman, | just have one

coment. In ny packet, Exhibit Six is not so narked so it
appears to just be part of the Exhibit Five.

JILL HARRISON. Oh, | apologize. That's a clerical

m st ake on ny part.

BENNY WAMPLER:  Exhi bit Six being the deed between

Al fred Waldron and Patricia Waldron. It is on the copy that
| have, yes.

MASON BRENT: It is marked on yours. kay, it

wasn't on m ne.

BOB WLSON: It's narked on the copy that we have

file copied.

16
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BENNY WAMPLER: Ot her questions or comments?

BOB W LSON: M. Chai rman?

BENNY WAMPLER: M. WIson.

BOB WLSON: | assune that the paynent of future

royalties would be under the sanme portions as the
di sbur senent you show here?

JI LL HARRI SON: Yes, sir. The 50% between the two

parties, yes, sir.

BOB WLSON: And, M. Asbury, we've had |ots of

conversations about the people for whomyou are---.

RANDALL ASBURY: Representing.

BOB WLSON: ---representing. Are all of their

interests covered inthis in a way that---?

RANDALL ASBURY: Okay, it's ny understandi ng that

75% of the escrow anobunt went to the Belton heirs. The
future royalties in return are going to M. and Ms. Sparks.

BOB WLSON: But this is a private agreenent

insofar as that split is concerned between you fol ks and not
concerning...concerning this disbursenent order?

JILL HARRI SON: That's the financial arrangenent

t hat has been wor ked out.

BOB WLSON: Thank you.

RANDALL ASBURY: Yes, sir, | have spoke with them

17
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This is their w shes.

BENNY WAMPLER: Do you have any docunentation

that...of course, we have this docunent where you've signhed
as their attorney-in-fact. But do you have any docunentation
where they have, in fact, signed to authorize you---7?

RANDALL ASBURY: They have issued ne power of

attorney, each person that was involved as far as the Belton
hei rs.

JILL HARRISON:. | believe M. Pryor---.

BOB WLSON: M. Chairman, | can...l can verify

that from conversations in the past.

BENNY WAMPLER. Do you have a copy of that---7?

BOB W LSON: Yes. He has shown ne those docunents.

| think we have copies of nost of themin the file.

M CHAEL PRYOR | have recorded copies of all the

power of attorneys.

JILL HARRISON:. W'd be glad to nake a copy and

provi de those to you.

BENNY WAMPLER. W& will need copies...the Board

woul d like to have that as part of our files.

JILL HARRISON. We'd be glad to do that.

BENNY WAMPLER.  Ckay. Anything further? O her

questions?

18
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Harri son?
a notion?
yes.
much.
al so too,
Board wi ||

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, Ms.

JI LL HARRI SON: No...no, sir, | do not.

BENNY WAMPLER: Havi ng heard the evidence, is there

JIM MINTYRE: Mdtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you very

JILL HARRI SON: Thank you very much. Thank you

the other parties. W appreciate it very nuch.

BENNY WAMPLER: The next itemon the agenda is the

receive a year-end report on the Board' s escrow

account as adm ni stered by WAachovi a Bank Escrow Agent for the

Board. M. WIson, do you have an update?

19
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BOB WLSON: Yes, sir. |'ve given each of the

Board nenbers a copy of the quarterly letter from Wachovi a,
whi ch shows that, for the quarter, deposits total ed
$384,997.57; interest was total $16,588.36. There were no
di sbursenents during the quarter. Starting with an opening
bal ance of $7,754,578.61. Again, no disbursenents and no
fees extracted fromthe account during this quarter. W had
a cl osing bal ance of $8, 156, 166.54. The cl osing interest
rate in Decenber was .92%

For the year, to give you sone...kind of a year-end

recap here. Qur beginning balance as of the end of |ast year
for 2002 was $6, 988, 647.25. The ending bal ance, as |'ve just
sai d, was $8, 156, 166.54, giving a positive difference for the
year, a net difference, of $1,167,519.29. Now, these figures
were taken from previous reports. There has been sone
adjustnents to this. So, there would not be an absol ute
bal ance in these figures. Total deposits for the year were
$1,572,367.63. Total interest paid was $69, 991. 13.
D sbursenents for the year, we disbursed $414, 824.65. Most
of that...in fact, all of that was during the first quarter
of the year. W paid total contract fees of $60,000 to the
bank. Just for interest in both senses of the word, the

interest rate for the year the | ow point was 0.91% i n August

20
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and Septenber. The high is what was what started the year
with, which was 1.2% The year-end was 0.92% At this tine,
we're at the end of the year. There are four 413 docket
nunbers that have escrow bal ance. The average bal ance in
each of those is $19,788.00. The nedian bal ance, which neans
hal f of the nunbers are nore than this and half of the
nunbers are less, is $3,824 or $834. The | ow bal ance in the
account is $.02, and the maxi num bal ance in any account is
$245, 286.

BENNY WAMPLER: Questions or conments from nenbers

of the Board?
(No audi bl e response.)

BENNY WAMPLER: O course, we all know the | ow

interest rates is to be able to maintain the ability to
payout at any point in tine. Unless you go long terns
i nvestnents, you just can't get high interest rates, even
with $8, 000, 000.

BOB WLSON: Yeah. O course, we are also

constrai ned under this contract, or they are constrai ned as
to what they can invest this noney in, as we've discussed
before---.

BENNY WAMPLER: Ri ght.

BOB WLSON: ---because it is considered governnent

21



1 noney. It has to be invested in safe instrunents.

2 JIM McINTYRE: M. Chairnman?

3 BENNY WAMPLER:  Yes, sir.

4 JIMMINIYRE: |[|f | understand that right, the

5 payout, or we paid the bank $60, 000 to adm nister the funds.
6 BENNY WAMPLER: That's correct.

7 JIMKISER  What was the total interest on that?
8 Wiat was the total earnings on that fund?

9 BENNY WAMPLER:  The total earnings for the year

10 were $69, 991. 13.

11 JIMMINITYRE: So, it's covering itself?

12 BENNY WAMPLER:  Yes.

13 BOB WLSON: Yes. At this point intinme, w're
14 still covered by interest. |It's sonewhat encouragi ng that we
15 have hit the low point in the interest and it has at | east
16 cone back up to sone degree, not a great degree. At |east
17 it's going in a positive direction now rather than downward.
18 MASON BRENT: |Is that a prediction for rates?

19 BOB WLSON: No, sir.

20 (Everyone | aughs.)

21 BENNY WAMPLER. Ot her questi ons?

22 BOB WLSON: If it was, | would hope you consi der

23 the source.

24
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BENNY WAMPLER: Ot her questions or comments?

(No audi bl e response.)

BENNY WAMPLER:  Thank you, M. WIlson. The next

itemon the agenda is a petition from CNX Gas Conpany, LLC
for pooling of coal bed nmethane unit AW 124, docket nunber
VAEOB- 03-1118-1223. We'd ask the parties that wish to address
the Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. Wiy don't we get M. Arrington sworn?
(Leslie K. Arrington is duly sworn.)

BENNY WAMPLER:  You nmay proceed.

MARK SWARTZ: M. Chairman, this is one of three

M ddl e Ridge units on the docket today. The other two are
docket itenms nine and ten. Docket itemnine, we had an
unknown owner in that unit. W have...|l nean, they are
al ways continuing to |l ook for people. In our title search,
we've turned up a fairly large nunber of people that kind of
answered that question. So, we need to continue nunber nine,
Aw-135. But | would like to conbine, if | could, AW124,
which is the itemyou just called, with item nunber ten,
which is AX-135.

BENNY WAMPLER: |'l| go ahead and call that one. A

23
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petition from CNX Gas Conpany, LLC for pooling of a coal bed

met hane unit AX-135, docket number VGOB-04-0120-1249. Ww'd

ask the parties that wish to address this nmatter to cone

forward at this tine.

MARK SWARTZ:

Arrington, as well.

BENNY WAMPLER

others. You may proceed.

havi ng been duly sworn,

foll ows:

That would be Mark Swartz and Les

The record will show there are no

LESLI E K. ARRI NGTON

was exam ned and testified as

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q
record, please?

A.
Q

envi ronnent al .

Q

Les, could you

state your nane for the

Leslie K Arrington.

And who are you enpl oyed by?

CNX Gas Conpany, LLC.

And what do you do for then?

|''mthe nmanager of permtting and

Did you either

24
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preparation of the applications and notices and exhibits for
these two units or were they...to the extent that you didn't
do it yourself, were they prepared under your direction?

A Yes, they were.

Q Ckay. And did you, in fact, sign the

notices and the applications?

A Yes, | did.

Q In both instances, who is the applicant?
A CNX Gas Conpany.

Q s CNX Gas Conpany a Virginia CGeneral

Par t ner shi p?
A Yes, it is.
Q Is it a wholly owned indirect subsidiary of

Consol Energy?

A Yes.

Q s CNX authorized to do business in
Virginia?

A Yes, it is.

In these two applications, are you
requesting that if the Board were to grant the applications,
or approve them that CNX be appointed the designated
oper ator?

A. Yes, we are.

25
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Q And in conjunction with that, is CNX

authorized in the...in the Commonweal t h?
A. Yes, it is.
Q Is it registered with the Departnent of

M nes, Mnerals and Energy and does it have a bl anket bond on
file wwth the DMME as required by | aw?

A Yes, it does.

Q In both AW 124 and AX- 135, have you

undertaken to notify the respondents?

A Yes, we have.
Q What have you done in that regard?
A We have published in the Bluefield Daily

Tel egraph and then we mailed by Certified Mail/Return Recei pt
requested. Both of those were published in the Bluefield
Daily Tel egraph. AW 124 was published on Cctober the 27th,
2003 and AX-135 was Decenber the 25th, 2003.

Q Ckay. Wien you published, what did you
publ i sh?
The notice---.
Ckay. And the little nmap?
A ---and the attached | ocate...yes, location
map.
Q Ckay. And that nmap woul d be the AY-1 map?

26
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A Yes, it woul d.

Q Ckay. And have you filed proof of
publication today with...with the Director and proofs wth
regard to mailing?

A We have filed those.

Q | take it in AX-135, you don't want to
di sm ss or add anybody?

A No.

Q Ckay. Wth regard to AW 124, there was a

packet distributed to the Board today of anmended exhibits,

correct?
A It is. Correct.
And there is an Exhibit B-2 in that packet,
correct?
A Yes.
Q And that would deal with...with parties that

you m ght want to dism ss today?

A Yes, it is.

Q Ckay. And what is the reason that the
parties are being di sm ssed?

A They were | eased.

Q Ckay, so between the tine that you filed

this application, which would have been in Decenber, |

27
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guess...well, no, in Novenber, correct?

A Uh- huh.  Yes.
Q And today, you've | eased a nunber of people?
A Yes, we have.
Q And those folks are listed in B-2 and you're

seeking to have them del eted or dism ssed as respondents
because they have, in fact, entered into agreenents?

A They have.

Q Ckay. Is the revised Exhibit B-3 that we
have essentially an exhibit that then extracts those |eased
parties?

A Yes, it is.

Q Ckay. Revised Exhibit A page
two...actually, let's leave off with that for one nonent.

Both of these units are Mddle Ri dge units?

A Yes, they are.

Q Ckay. And do both of themcontain 58.74
acres?

A Yes.

Q Ckay. In AW124, there is one well proposed
and it's in the drilling w ndow?

A Yes.

Q | notice that in AX-135, the plat that was

28
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filed with the application, I do not believe has a well

| ocati on shown on it.

A

Q
information with
SO you can give

A

Q

A
corner of the dri

Q

that | ocates the

O > O

wi ndow?

Q
sout heast corner

A

['ll have to revise that.

Ckay. Do you have your permtting

you? | think this well has been drill ed.
the Board an idea where that well is.
We'l|l have to revise the plat.

Ckay.

The permt...the well is in the southeast
l1'ing wi ndow.

Ckay. And will you then file a revised plat
well on the plat?

Yes, we wll.

Ckay. Is it in the wi ndow?

Yes, it is.

Ckay. So, it was surveyed to be in the

Yes, it is.
Ckay. And it would be in the extrene
of the drilling w ndow?

It is.

BENNY WAMPLER. Do you have that | ocated on that

pl at you're | ooki

ng at?

29
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LESLI E K. ARRI NGTON: Yes, | do.

BENNY WAMPLER:  Wyul d you just hold it up for the

Board to | ook at.

MARK SWARTZ: Can you point that out, Les?

LESLI E K. ARRI NGTON: Yes. It's in the sout heast

corner of the drilling w ndow.

MASON BRENT: This has been permtted?

LESLI E K. ARRI NGTON: Just a m nute.

MARK SWARTZ: Yes.

LESLI E K. ARRI NGTON: Yes, it is.

MARK SWARTZ: | think it's...it's permt 5910,

correct, Les?

LESLI E K. ARRI NGTON: Yes, it is.

Q What | ease terns would you propose to the
Board to be incorporated in its orders?

A Qur standard coal bed nethane | ease terns are
a dollar per acre per year with a five year paid up term and
a one-eighth production royalty.

Q And this...these units woul d produce coal bed
nmet hane. .. be proposed to produce coal bed net hane gas fromthe
Jawbone on down if the Jawbone is, in fact, bel ow drai nage?

A That's correct, we are.

Q And t hese...each of these wells would be a
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frac well?

A Yes.

Q And you're only proposing one well per unit?
A That's correct.

Q And neither requires a | ocation exception?
A Correct.

Q Turni ng back to AW 124 again, and | ooking

at...focusing primarily on the revised exhibits. Could you
tell the Board what you're seeking to pool, and conpare that
to what you have acquired?

A Yes. We have...we have acquired in AW 124,
95. 7440% of the coal owner's claimto coal bed nethane, and
89. 4654% of the oil and gas owner's claimto coal bed net hane.
We're seeking to pool 4.256% of the coal owner's claimand

10.5346% of the oil and gas owner's claim

Q There's an Exhibit E attached.
A Yes.
Q And that would indicate that there's sone

eSCrow r equi renments, correct?

A Yes.
Q And there are actually a nunber of reasons
for escrowing this unit. First of all, we've got unknown

people in Tracts 2E and 3, is that correct?
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A Let me ook at 3. 2E for sure and 3.

Ckay. Then we have a title issue that has
not been...you haven't been able to resolve in three of the
tracts and those would be 2C as in Charles, 2D as in David,
and 2E as in Edward, is that correct?

A Ckay. Yes.

Q Okay. And then we have conflicts, which
woul d nean that we have different folks owning or claimng
coal as opposed to oil and gas in the following tracts: 1B
as in boy, 1E as in Edward, 1F as in Frank, 1H Henry, 2A
Appl e, 2B boy, and 2D for David?

A In conflicts. 2C

Q We've also got a 2C? Yep. Also, | should

add 2C to that, correct?

A Yes.

Q Ckay. Oher than that, is that correct?
A Correct.

Q Then | also notice that with regard to AW

124 in the revised exhibits that you filed today, you have a
revi sed Exhibit EE, correct?

A Ve do.

Q And that would indicate that certain parties

have reached agreenents that would allow themto receive
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their noney rather than litigating their differences?

A That's correct.

Q And are you asking that the Board allow the
operator with regard to AW124, if it is pooled, to pay these
people listed in Exhibit EE directly rather than escrow ng
their funds?

A Yes, we woul d.

Q The...what is the well cost estinmate with
regard to AW 1247

A $242, 864. 06, estimated depth is 2482, permt
nunber is 5784.

Q Now, turning to the...AX-135 unit, okay,
there are no anendnent exhibits with regard to this unit?

A Correct.

Q What is the well cost estimate and ot her
information on this unit?

A The estimated cost is $227,571.08; the
estimated depth of 1,860 feet. The permt nunber is 5910.

We have leased in this unit 100% of the coal owner's claimto
coal bed net hane. W have 55. 3286% of the oil and gas owner's
claimto coal bed nethane. W' re seeking to pool 44.6714% of
the oil and gas owner's claimto coal bed net hane.

Q In this unit, there would be an escrow
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requi renent just with regard to Tract 2 conflicts?

A Yes.

Q And there's an Exhibit EE attached?

A It is.

Q And are you requesting that the Board all ow

you to pay the people listed in Exhibit E...EE, |I'msorry,
directly rather than escrow ng their funds because they have
entered into royalty split agreenents?

A Yes.

Q Ckay. Wth regard to both of these units,
is it your opinion that the plan of devel opnent that is
di scl osed by the applications and the plats, which is to
drill one frac well in each unit, is a reasonable plan to
devel op the coal bed net hane resource within and under these
units be the benefits of...benefit of the owners and
cl ai mant s?

A Yes, it is.

Q Ckay. And will the proposed wells in these
two units contribute to the protection of the correlative
rights of the owners of the nethane within and under these
units and | essen the |ikelihood of both physical waste and
econom ¢ wast e?

A. Yes, it wll.
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MARK SWARTZ: That's all | have, M. Chairnan.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

JIMMINTYRE: Wat's the difference between a

title problemand a conflict? | know...l know what a title
problemis. But | don't understand when you say conflicts
out of those Tracts 1B through 2D.

MARK SWARTZ: Ckay. |If you just...which units are

you | ooking at or which...which exhibits are nbre conveni ent
to you?

LESLIE K. ARRINGTON: He's | ooking at the

spr eadsheet.

JIM MINTYRE: |'mlooking at your spreadsheet here

and |'ve made notes---.

MARK SWARTZ: Ri ght .

JIM MINTYRE: ---on there where you gave AW 124

you showed Tracts 1D---.

MARK SWARTZ: (Ckay.

JIMMINIYRE: ---E F, H

MARK SWARTZ: Okay. |If you would grab this packet.

JIM MINTYRE: Ckay, | got it.

MARK SWARTZ: And then find Exhibit E, which is

kind of toward the m ddl e.

35



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

JIM McI NTYRE:  Ckay.

MARK SWARTZ: Actually, if you look at Tract 1B, we

can use that to illustrate what we're tal king about. It
woul d be the first page actually. Page one of 28 of Exhibit
E

JIMMINTYRE: Al right.

MARK SWARTZ: COkay. You'll notice there's a coal

fee owner, which is Sword's Creek.

JIM McINTYRE: Ri ght.

MARK SWARTZ: They have a claimto coal bed net hane

based on their coal ownership, okay. Then there's an oil and
gas owner and there are actually two people there. But those
fol ks are fol ks that woul d have a claimto coal bed net hane

based on owning the oil and gas. That's the conflict, okay.

JIM MINTYRE: Ckay, | gotcha.

MARK SWARTZ: And then in this...in this...this

just happens to be a lucky exanple, the oil and gas fee
ownership here we do have a title issue as well. So, we've
got both in that. But that's the different.

JIM McINTYRE: Right.

MARK SWARTZ: [t's...it's what...what is the

m neral interest that you claimto coal bed net hane derives

fromand that's what creates the conflict if there has been a
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severance of the coal and oil and gas.

JIM MINTYRE: Right. Gotcha.

MARK SWARTZ: So, that cones up a lot. But that's

t he reason.

JIMMINIYRE: Al right. Thank you.

MARK SWARTZ: Ckay.

BENNY WAMPLER: O her questions from nenbers of the

Board or comment s?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

MASON BRENT: M. Chairman, | nove that we grant

t hese two applications?

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)
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BENNY WAMPLER:  You have approval. The next item

on the agenda is a m scellaneous petition fromthe Linkous
Horn heirs to appear before the Gas and G| Board to address
concerns regarding S-35, S 36, S 37, T-36 and T-37 located in
t he Gakwood | and Il coal bed nethane fields, docket nunber
VAEOB- 03-1118-1232. We'd ask the parties that wish to address
the Board in this matter to cone forward at this tinme. Scoot
hi m down, Anita. Pull that chair around.

PETER KLUBI AK: | don't want to bunp M. Swartz out

of the way...famliar with it than I am

BENNY WAMPLER:  That's all right. 1"l bunp him

BENNY WAMPLER: Parties state their nanes for the

record starting with M. Kl ubi ak.

PETER KLUBI AK: Yes, good norning, M. Chairnman,

M. WIlson and nenbers of the Board. M nane is Peter
Klubiak. | aman attorney practicing in King WIlIliam
Virginia. Before you go to the maps, that's a long way from
here. | have a |l egal assistant who is from Gundy. That's
how I got involved in this whole thing. | do not profess to
be...M. Swartz has forgotten nore about this than | wll
ever know. | also amthe Plaintiff's Counsel in the Ratliff,
Harrison and Watt decision, which was argued before the

Virginia Suprene Court |ast week. | wll talk about that in
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a mnute in terns of sone concerns | have with regard to
Board procedures and | think adm nistrative headaches that
certainly M. WIlson and | have tal ked about for sone tine in
the event...in the hoped for event that the Suprene Court
chooses to affirmJudge WIlians and determ ne that absent

t he severance of the mnerals, the coal bed nethane woul d be
owned by either the surface owner or the gas and oil owner,
and in many cases, those would be the sanme parties.

For purposes of this particular matter, nore
specifically, I'mhere representing a group of the Linkous
Horn heirs with regard to a nunber of wells and units which
were listed on M. Kenneth Gsborne, who is seated to ny left,
and his petition which was filed sone tine ago. | appreciate
the Board' s patience with regard to the continuance in
Decenber. W are here today just to discuss a nunber of what
we feel to be nore informational issues and di screpancies in
the records that nmay well be there is an answer out there but
we're not aware of them

Let me start first with a sinple illustration of
the point I think M. Gsborne has being trying to nake.

BENNY WAMPLER: Let ne...let ne stop you---.

PETER KLUBI AK:  Sure.

BENNY WAMPLER. ---and just get M. Osborne's nane
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for the record if he's going to be your wtness---.

PETER KLUBI AK:  Sure.

BENNY WVAMPLER:  ---and if he is, we'll need him
sworn in.

PETER KLUBI AK: Yes. Yes, sir.

KENNETH OSBORNE: Good norning, M. Wanpler, M.
Wl son and the Board nenbers. |'m Kenneth Gsborne and

desi gnat ed spokesman for the Linkous Horn heirs.

BENNY WAMPLER

and get you sworn in.

| need you to raise your right hand

(Kenneth Gsborne is duly sworn.)

PETER KLUBI AK:

BENNY WAMPLER

PETER KLUBI AK:

BENNY WAMPLER

MARK SWARTZ:

BENNY WAMPLER

PETER KLUBI AK:

BENNY WAMPLER

M. Gsborne, could---7?
Just a second.
"' m sorry.
M. Swartz, go ahead and---.

Mark Swartz and Les Arrington.
Thank you. Now, you may proceed.
"' msorry.

That's okay.

KENNETH OSBORNE

havi ng been duly sworn,

foll ows:

was exam ned and testified as
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DI RECT EXAM NATI ON

QUESTI ONS BY MR KLUBI AK:

Q M. Osborne---?
A Yes.
Q  ------ can you very briefly, | know you've

appeared before this Board before, just identify your
connection wth these matters, please?

A Again, |'mthe designated spokesman for the
Li nkous Horn heirs. Going over the package that is with nmany
different things such as |and | ocations, deed...surveillate
..surveyor lines, so on and so forth, 1've found a | ot of
di screpancies in them |I'mjust trying to get sone answers.

Q M...M. GCsborne, let's turn right for a
second to what | was tal king about, illustration. There's a
comment that you nake in one of your points in your appea
wth regard to unit, specifically S-37. | think what I would
like you to do, I'mgoing to have you discuss...|'mhanding
you copies of what is the...an itemon the agenda for today.

In fact, it was continued with regard to S 37, and that

bei ng a pooling order sought by CNX Gas Conpany with regard
to S-37. Is this a copy of the petition...l'"msorry, notice
of hearing and application that you received? It was dated

for hearing on Decenber the 16th, 2003?
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Yes, sir.
Q And on that...in that particul ar package,

there is a map of the unit itself.

A Yes, sir.

Q And in that unit, how many wells are
identified?

A In this particular unit, it only identifies

two wells. Wells---.

Q What wells are those?
A The wells would be S-37 and S-37B
Q And |' m handi ng you next a Board order which

was sent, and it's dated May the 10th of 2000, with regard to
S...unit S37, and I'mreferring your attention to the
docunent that's of record in apparently Deed Book 586, Page
386, wherein you have a nunber of wells marked. Can you talk
about that?

A Yes, sir. In this plat map, it describes
three wells, being unit S-37, S-37B, S 37A

Q And referring back to the nost recent
application regarding the force pooling unit and the pl at
whi ch was attached to the Decenber application, is there any
i ndi cation on that map, to your know edge, of S 37A?

A. No, sir, there's not.
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Q And have you received docunents fromthe Gas
and O | Board with regard to the Linkous Horn ownership in
37-A?

A Yes, | have.

Q Wt hout bel aboring the point, is that the

ki nd of discrepancies you have asked about on many occasi ons?

A Yes, sir.

Q Thank you very nuch

A Yes, sir.

Q You neke a comment here with regard to

different reports being signed by different, or apparently
different, signatures for different lab officers. Can you
tell me specifically what reports you're tal king about?

A On several packets, this particular one S
35A and S-36, in the application was submtted to the
Board...when the application for permt was submtted to the
Board they done a...l'mnot for sure what the test was, but
it was a lab report showi ng consistencies of sedi nent and
different, | guess, the rock structures and so on and so
forth. There's a section on there where there's a M.
Kenton's signature and it recognizes himas a |lab officer.
It states on there that all the information is true and

correct to the best of his know edge. But on the S-36, |'ve
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got M. Kenton's signature again and you can tell there's a

difference in the two signatures. It bears the sane nane,
but the sane person did not sign the signature. | have that
on...it's three different reports on that. But to bring up

real quick, S-35A and S-36

Q Ckay. Let's turn for a second to boundary
i ssues. There's an indication on here that you say there's a
di sput e about boundaries that was brought to the attention
wth regard to S-36 and to your know edge, the property |ines
have never been adequately determ ned such that the plats
used in the force pooling application are of little or no
val ue.

A Yes, sir. This particular...this was
brought forth in front of the Board. It was first brought up
by M. Danny McC anahan. This was a situation where C aude
Morgan had submtted the plat nmaps, stating that and
attesting that they were, in fact, surveyed and, in fact, we
brought it in front of the Board that they were not surveyed.

There has been several different Orders fromthe Board where
they tried to correct this problem There's also a point
there that the escrow account was suspended. The nonies for
this escrow account were suspended because of this problem

also. To ny know edge, | haven't any different that this...
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this probl em has been...the boundary |ine issue has been
fixed yet.

Q And this affects your...your group of
relatives and representati ves because it affects the accurate
escrow account ?

A Yes, sir, because in the percentages on
several different...fromthe applications that were
submtted, we've got several different percentages listed for
the Linkous Horn Heirs. So, at this point, I'mnot quite
sure what our percentage is. You know, | don't understand
how t here can be an accurate account in the escrow account if
no one is clear on the percentage.

Q And finally I want to talk for a second
about, you've nade an objection wether it's properly before
the Board or not, | guess the Board will have to determ ne,
but this issue of the nodification of field rules which has
cone out on a couple of occasions. | know, as a
representative, you have a fairly strong feeling about that.

A Yes, sir.

Q Coul d you explain to the Board why you're
concerned about this nodification of field rules?

A My concerns is if these...these...the field

rul es have already been established. The escrow accounts,
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the applications have al ready been submtted and approved by
the Board. The percentage in escrow accounts have al ready
been set. So, | don't understand the reason for repooling
those. M/ understanding, it's to add nore wells. But, |
mean, | don't see how that benefits the heirs. | certainly
don't see how we can get an accurate account especially after
the escrow accounts have al ready been nade. Then if you go
inand if you add nore wells and if it's even just a few feet
fromone line to the other. Then how do you determ ne whose
gas you're pooling and who gets this percentage, who gets
that percent? | just don't understand. Al | seeis a lot
of headache fromit. | don't understand the reason for
repool i ng sonething that has al ready been pool ed.

Q Along those lines, |'ve got a specific
question. Virginia Gas and Q| Act 45.1-361.27. A7 says that
the Gas and G| Board is to provide for the accurate...or
insure to provide...and provide for the accurate neasurenent
of gas and oil production and delivery to the first point of
sale. Have you expressed concerns regardi ng the accounti ng
and the accurate neasurenent of gas and oil production at the
wells in which your famly has an interest?

A Yes, | have.

Q And what is your concern?
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A My concernis if, and with all due respect
to M. Swartz, M. Arrington, CNX/ Consol, | don't understand,
if they just submt a figure and say this was pool ed from
this well head this nonth, nobody goes back and nobody checks
these figures and they accept those figures as they're
submtted in and that's the bottomline on it. Then when you
| ook at these percentages and you | ook at how nmuch the anount
of the 1000 cubic feet is pulled out of the ground and then
you | ook at these escrow figures, which don't even cone cl ose
to adding up. M concern is if nobody regul ates these
figures that are turned in, how do we...how do we know. .. how
do the heirs, the individuals, how do they know that this is
a proper and correct accounting?

PETER KLUBI AK:  Thank you. M. Chairman, | have

just two or three quick comments to nake and then |'m sure
M. Swartz has a position.
BENNY WAMPLER: That's fi ne.

PETER KLUBI AK: M comments don't address these

specifically, but I can't really pass up the opportunity to
take a mnute or two of your time. As | noted before, if the
Suprene Court schedule is kept to, it can be expected that
there will be a decision rendered on or about the March the

5th is the date that the Court gives on its web site. In the
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event that the Suprene Court chooses, as | certainly hope, to
affirmJudge Wlliams decision, that will be Friday and on
Monday it is ny full expectation, and it's no surprise to M.
W son, he and | have tal ked on nunerous occasi ons that
you're going to have to find six or eight nore swtchboards
to handle the calls and the people lined up at the door for

t heir check.

One of the things I would ask this Board as
literally the experts designated by the Governor and by the
State to deal with these issues to address...you' ve got a
couple of nonths, well actually in this case, you may have
five or six weeks. But it is ny strong belief that under the
statute, that in the event the Suprene Court affirns Judge
WIllianms, unfortunately that is not the end of the story.

The statute is quite clear in seeking...you nust present a
final judicial determnation with regard to your interest.
M. Wanpler and | were talking briefly beforehand. | don't
know. |'ve talked to M. WIson about it. W're going to
take sone neasures if we can. But | would suspect we're
tal ki ng about a thousand plus individual potential clainmants.
Sone of whom wunfortunately, may be entitled to five dollars
or twenty-five cents. Sone of who, however, may have severa

thousand to ten to twenty to fifty thousand dollars, a not
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i nconsi derabl e sum

However, it is not going to be as easy as npbst
people think it's going to be, which is what about this Court
deci sion and what about this newspaper article, what's going
to happen? | would strongly encourage you, the AGs office,
et cetera, to investigate whether, in fact, there may be sone
procedure. Judge WIlianms was concerned about this over two
years ago when he...when he heard the case and rendered the
opinion. It is sinply not going to be a working scenario to
file five hundred declaratory judgnent actions on a Monday in
Buchanan Circuit Court and expect any senbl ance of a
reasonabl e procedure. There is precedent. There are itens
out there. There are Conmm ssioner's procedures. There are
|ots of different ways this possibly could be done. As | see
it, it's sinply a matter...if, in fact, the Judge Wlliams
decision is affirned, it is sinply a matter insofar as you're
concerned for the escrow account, to get an Order. How that
Order is rendered is really the issue. 1Is it going to take a
full blown Court hearing or can there be sone expedited
procedur e whereby people can sinply file their severance
deeds and their vesting deed or their fee sinple deed in the

property, establish that they are, in fact, the owner of the
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property and the owner of the oil and gas absent the
severance of coal, and only coal. | know we're going to have
a lot of upset...you re going to have a | ot of upset people
out there. M. Frank Kilgore and | had a brief informationa
nmeeting at the Appal achi an School of Law in Gundy in June
and we had over 400 people. | would dare say 90% of whom
unfortunately, when they cane out to talk to us, had
severance deeds containing coal and mnerals. Now, those
peopl e are going to be upset, but there's not a whole ot |
can do about it nor you can do about it. But there's still a
whol e | ot of people out there who have coal only deeds,
severance deeds, and they're going to want their noney. |
woul d encourage either in public hearing or in correspondence
or working in conjunction with the AGs office and
potentially the courts. W've only got a one...really one or
two circuits that we're dealing with in terns of how they
best want to proceed because | hate to see a flood of these
cases cone in and people standing here yelling and you' ve got
to explain a hundred tines that that has to happen. | would
encour age you perhaps sonething as sinple as a press rel ease
if the decision conmes out so that the |ocal papers wll nmake
sure that people understand that it isn't as sinple as

runni ng down and getting your check. M. WIlson is the
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one...|l keep looking at himwho is going to be |ocking his
door on that Monday and turning off the phones. But it is an
issue and it's a real issue. This is not your noney. |It's
not ny noney. It belongs to these folks, if that's the

deci sion of the Suprenme Court. Your job, and probably a
critical part of your job, is making sure that as nuch of

t hat noney gets out the door to the people who really it

bel ongs to as quickly as possible.

The only other comment that |1'd have to nmake, and
|'d echo M. Gsborne's comments, that is that | think under
that particular code provision | read and various regul ati ons
whi ch govern the Board, | understand the restrictions in

terms of staffing and the restrictions in terns of tine and

energy and noney. However, | would...| would sinply state
that, for what it's worth, | think the escrow account that
M. WIlson just read approximately 8.1 mllion dollars is

consi derably short of where it accurately should be. W wll

certainly address that at the tine that that is appropriate.
Ri ght now, we are one of two conbatants who claimin this.
But in the event we prevail, we certainly will be back

t al ki ng about how we can ask the Board to better regulate and

better adm nister the production figures and the accounting

t hat happens. |'ve got a decent understandi ng of exactly
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what happens. |'mjust not altogether sure that the
oversight is where it could be or maybe needs to be.

So, with that, | appreciate your tine very much.
l"mnot famliar whether there's cross exam nation by M.
Swartz or he---.

BENNY WAMPLER:  There will be. But I'Il first give

the Board an opportunity to ask any questions or make any
comments. O course, as you're very nuch aware, the Virginia
Statute does protect those parties that can cone forward with
a Court ruling. Yes, it will...as you also are very famliar
with the case that went up to the Virginia Suprene Court is a
case that was deed specific. Therefore, all other
presentations to the Board will need to be deed specific to
show proof of ownership. As you' ve correctly pointed out,
that will be a large task if the ruling isn't in favor, or
uphol ds Judge Wllians. W're certainly mndful of that and
appreci ate the rem nders and the suggestions. Any conments
or questions from nenbers of the Board of this w tness or
t hese comments that M. Kl ubiak has nade?

(No audi bl e response.)

BENNY WVAMPLER: M. Swart z.

LESLI E K. ARRI NGTON

52



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, we heard sone comments with
regard to a well S-37A. D d you hear that?

A Yes, | did.

Q Can you tell the Board whether or not S 37A
was ever drilled?

A No, it wasn't.

Q Ckay. W also heard sone comments with

regard to water testing. Do you recall that?

Yes, it is.

A Yes.

Q Who does your water testing?

A EM .

Q Ckay. |Is that a separate conpany?
A

Q

Ckay. Do you have any know edge of
signatures on their docunents?
A They supply us with their docunents. |

don't pay any attention to the signatures.

Q Ckay, you | ook at the data?
A Yes, | do.
Q Ckay. Wien woul d you submt water testing

dat a?
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A During the permtting process.
Q Ckay. And, obviously, that's a process that

occurs in front of M. WIlson---?

A Yes, it is.

Q ---in his office, correct?

A Yes, it is.

Q kay. Let's...let's turn to the boundary

i ssue in S-36, okay.

A Yes.

Q Do you recall being here in front of the
Board on at | east a couple of occasions dealing with...with
conplaints froma M. Danny Md anahan?

A Yes, we were.

Q Ckay. And that...specifically one of the
things that he was... M. Md anahan was conpl ai ni ng about was
this S-36 map, correct?

A | believe it was S-36 and one ot her one.

There was sonme ot hers?

A Yes, there was.

Q But S-36 was certainly one of thenf
A Yes.

Q Ckay. And do you recall if there was

Li nkous Horn heirs present at those hearings?
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Yes, there was.
Ckay. And was the boundary a matter of
di spute in front of this Board during those hearings
concerning S 36?
A Yes, it was.
Q Ckay. And was the Board and the parties

able to resol ve that boundary argunent?

A No.

Q Ckay. Wiat was the solution to the boundary
argunent ?

A M. MO anahan made a claimto certain oi

and gas interests, a conflicting claimyou would say to
certain interest there.

Q Ckay. And...and those...his claimwas in
conflict wwth the title of the Linkous Horn heirs, correct?

Yes, it is.

Q And essentially M. Md anahan was
contending that his |line went over onto the Linkous Horn's
property as described in their deeds?

A Yes, that was a portion of it. Yes, it was.

Q Ckay. And, in fact, people from your
conpany went out into the field and conferred with M.

McC anahan to try and | ocate his boundary on the ground?
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A Yes, we did.

Q Ckay. And was the solution to that argunent
to carve out the tract or the sliver of land that was in
di sput e?

A Well, yes, it was.

Q Ckay. And then that sliver of |and was
mar ked as a di sputed boundary tract and the funds that woul d
ot herwi se be paid to the Linkous Horn heirs were escrowed
because of M. Md anahan's conpl aints?

A It was.

MARK SWARTZ: Okay. And | don't know if you

guys...if the Board has this map handy. But there was
actually, | don't know if you can see this well---.

MASON BRENT: WAs that S-36 you're tal king about?

MARK SWARTZ: Yes. There was...l've outlined this

in blue here. But there was...this boundary that was in

di spute was in this location on S-36. You can see that it
proceeds into the tracts below. VWat we did is we created,
and this was over the course of several nonths, this
argunent - - - .

BENNY WAMPLER: Let ne just tell the Board, that's

in item nunber four---.

MASON BRENT: Yeah, |'ve got it.
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BENNY WAMPLER: ---as Exhibit A that was before us

today. |If you have that handy to | ook at the map he's
referring to, excuse ne.

MARK SWARTZ: And...and, you know, to deal with

that...that argunment that M. Md anahan was having with the
Li nkous Horn heirs, that Tract 3ClL was created. | nean, it's
not a deeded tract. |It's a tract that enconpasses the
boundary area that's in dispute and those funds have been
escrowed as a result of that.

LESLIE K ARRINGTON: And he also made a claimto

t he coal bed net hane by a surface claimin Tract 3C.

MARK SWARTZ: Ri ght .

LESLI E K. ARRI NGTON:  So- - -.

MARK SWARTZ: Right. There was...there were two

clains that M. Md anahan made. | think we sort of...you
may have sone questions, but the one was that we had the
boundari es wong. Wen you | ooked at the Linkous Horn deeds,
they were really not consistent with what M. MCd anahan was
telling us. But he was claimng a boundary di spute.
Unfortunately, we can't resol ve those.

In addition, M. Md anahan had an extended
argunent with everyone about whether or not he had a claimto

coal bed nmet hane under the terns of his deed.
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LESLIE K. ARRINGTON: That's correct.

MARK SWARTZ: And that clai mwould have been | arger

than this boundary dispute. So, that caused a further
argument with regard to whether or not funds needed to be
escrowed in a larger area. So, the escrow that resulted from
the debate that was initiated by M. M anahan, and it

i nvol ved the Linkous Horn heirs in S 36, for exanple,

resulted in escrow for two reasons: A boundary dispute and a
conflicting claimof, you know, “I am a surface owner but I

”

own your coalbed methane, is what Mr. McClanahan was
essential ly saying.

So, that's the explanation for the additiona
tract, for the boundary dispute and for the escrow there.
My, and this would be sinply ny observation, you know, if you
have a dispute with another owner, the way to resolve that is
to settle it wth that owner or go to court with that owner
W' ve...you know, we've...we're escrow ng those funds.
They're going to go to sonebody. W don't have an ability,

nor do you, to resolve this dispute. But that's how the

orders...that's the reason the orders were entered as

they...as they were on S-36. It has been a couple of years.
But M. M anahan is a pretty exciting guy. You know, so |
have a distinct recollection of this.
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Wth regard to---.
(M. Arrington confers with M. Swartz.)

MARK SWARTZ: Right. And the unit belowis T-36

just for purposes of reference. So we've got the
sane...precisely the sane issue in T-36, which I think was
al so a subject of the Linkous Horn heirs' m scell aneous
petition.

Wth regard to nodification of field rules, and |I'm
not sure if it's just nodification of field rules or
repool i ng under GCakwood Il as well. ['"'mnot sure. It nmay
have been. You know, the tinme to be before the Board on
nodi fication of field rules is when we're having hearings to
nmodify field rules. You know, if the subject under
di scussion is the nodification of a group of units in the
sout hern portion of the Cakwood field that abutted the M ddl e
Ridge, and I'mnot sure that that's the case. But if that's
what we're tal king about---.

BENNY WAMPLER: Well, here is what he is...here is

what he said in his statenent of issue, and certainly you can
clarify that if further clarification as needed. Said, "I
woul d like to address the issue of Consol asking for a

nodi fication of field rules to reduce the 80 acre units that

are already established with escrow accounts and conflicting
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claimants to 60 acre units. Again, how could there be an
accurate accounting being that it has already been
established rules.”

MARK SWARTZ: Ckay. Well, then that is the

i ncreased density drilling that was permtted in that group
of units. You know, there is an extensive record that was
made, the transcript would be available. | think we were
here two or three tinmes and tal ked about it probably for
hours. You know, so if you wanted to understand what the
Board had in front of it at that tinme and understand the
questions that the Board put to us, the witnesses and the
exhibits, | nmean, I'msure there is hundred...hundreds of
pages of transcript with regard to that. | nean, the Board
as | recall had a nunber of options. Frankly, you solved the
problemin a way that net its needs that really wasn't a way
that we had cone to you with. So, | nean, you designed a
solution to deal with the problem | think we convinced you
there was a problem But you designed your own sol ution
rat her than taking our sol ution.

To answer the question that | heard this norning as
to how does adding nore wells benefit anybody? | nean, |
thi nk that was the point of discussion by M. OGsborne. Wll,

if...if nore wells are producing gas, there is nore gas to be
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sold. Now, that is not a concept that, you know, that you
could just say drill a mllion wells. | nean, there's a
point in tinme at which the cost benefit anal ysis goes away.
But if there is sufficient gas to support a drilling program
to drill additional wells, it benefits the people who dril
the wells because it's a return on their capital investnent
and it benefits the royalty owners because they get their
royalty sooner and they get nore royalty in a shorter period
of time. So, the benefit associated with nore wells is nore
gas sal es.

Wth regard to gas neasurenent...you know, you
m ght want to put nme under oath here.

(Mark Swartz is duly sworn.)

MARK SWARTZ: The way that Consol neasures gas in

both directions, which |I think people may not be aware of,
there is...there is attention to neasuring gas where it is
produced. But the sales records, okay, at the sale point,

t hose volunes are then allocated back to the well so that you
actually account for every dollar of gas sales. |It's not
just a one way street. So, | nean, you could nake an
argunent that netering was a problem But the difficulty

w th maki ng that argunent under the way in which Conso
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internally accounts, or CNX internally accounts for its
revenues, is it takes the gross revenues and the gross sales
at the various sales points and then works those nunbers back
to the wells, and that's how they...the well dollars are
actual ly cal cul at ed. It accounts for two problens.
Amazingly there are nonths in which our gas sal es exceed our
recorded volunmes that were produced, okay. Line |oss and
other losses in gathering and conpression is a known concept.
In some nonths, you know, the sales are less. So you need
to account for that. So, it's a two way street. There's an
upstream accounting and then there's a downstream accounti ng
of the actual dollars. Their systemis designed to account
for 100% of the revenue fromgas sales at the sales point.
So, basically you're dealing with a fairly small nunber of
nmeters that are highly accurate, which they then work back to
allocate to the individual wells. That's how this works.
It's a pretty conplicated process. But it is not a neter at
a well that determ nes the outcone process. |It's...there are
other neters in the systemthat are also netered in groups of
wells. But it...the biggest point that | would |ike to nmake
is that the dollars all get allocated back and they are

accounted for in revenue assigned to the wells.
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DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR SWARTZ:

Q Les, have | summarized that as it actually
occurs?

A Yes, it is. Yes, you have.

MARK SWARTZ: W th regard to M. Klubiak's comments
on, you know, the anticipated effect of the decision, |I nean,

| don't really have anything in response to that. But | have
tried to, you know, give you Les' views and/or mne wth
regard to the five itens that | heard that were...that were
brought to your attention today. That's all | have.

BENNY WAMPLER. Al right. Thank you. M.

Kl ubi ak.

PETER KLUBI AK: Certainly. | have two brief

questi ons.

CRGSS EXAM NATI ON

QUESTI ONS BY MR KLUBI AK:

Q M. Arrington, if | understood you
correctly, the answer to M. Gsborne's discussion of this S
37 unit whether it's 37A, 37B or 37, is that 37A was never
drilled?

A Correct.
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Q So, there has been no production from S-37?

A W may have permitted it. W permt wells
at tinmes and never---.

Q Vell, I would I'i ke to show your Counsel and
have hi m show you a report fromM. WIlson's office with
regard to the escrow ambunts showi ng that escrow is currently
held in and is allocated to S-37A of $5310. | would like you
to explain for the Board and for ne, frankly, if there's an
allocation for a well and it hasn't been drilled, is that
just a reporting error or is there a problen?

A | can't answer you because S-37A has not
been drilled. | have ny summary sheets here for the well
vol unes of that well for the anobunts attributable to that
well and there is not an S 37A.

BOB W LSON: M. Chai rman?

BENNY WAMPLER: M. WIson.

BOB WLSON: Let nme clarify sonething possibly.

Nunmber one, | think this is mybe at the root of sone of the
erroneous thinking. The escrow account is only kept to the
unit level, the docket nunber level. In other words, S-37
coul d have had one well or could have fifteen wells in it,
but it would still only one S-37 account. Now, as to why

that has an Aonit, | couldn't tell you that. But there is
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no separate account for additional wells wthin the sane
unit. In other words, S-37, S-37B and if S-37A had been
drilled, all of those would be in the sane total and reported
under the sanme docket nunber.

PETER KLUBI AK: So, if | understand it, M. WIson,

if we | ooked, there would be no S-37...well...here is a
pretty good for exanple. This may be where | am confused.

" m | ooking at a report fromyour office for S37. | would
ask that, if I mght, if I could...now, |I'm]looking at one
for S37A and then I'm | ooking at one for S-37B. Again, |'m
not the smartest person in the whole world, but there appears
to be three reports fromthree different wells and three
different units. Could I...if I mght, M. Chairnman?

BENNY WAMPLER: Sur e.

PETER KLUBI AK: | just need to ask perm ssion to

approach the w tness.

BENNY WAMPLER: Sur e.

PETER KLUBI AK: And that's why people get...and |I'm

just asking. | can understand why they're confused because
|"'mconfused. | believe M. Arrington, there is no S 37A

BOB WLSON: Well, I'll join you in the confusion

because | can't...|l can't explain---.

PETER KLUBI AK: And there appear to be three
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different anpbunts, three different nunbers, set of nunbers.

BENNY WAMPLER: \What are those---7?

BOB WLSON: And for the record...excuse ne.

BENNY WAMPLER:  \What are those reports you're

| ooki ng at?

BOB WLSON: | was going to say, for the record,

the reports that M. Klubiak has given ne are production
reports that were produced by the Division of Gas and G|
system which show production for a well that's called S 37A.

It has one...it shows one nonth of production for 11/2001 as
being 5,310,000 cubic feet. That's the only production it
shows on this report. W would have to go back and | ook at
our records to see under the assunption that M. Arrington
says that that well has not been drilled---.

PETER KLUBI AK: But, again for the record, M.

Wl son, the other two reports indicate, | think, S 37 and S
37B
BOB WLSON: Correct. That's correct. The other

two reports ongoi ng production fromS-37 and S-37B. So |

fully see the source of your confusion here because we do, in

fact, on a report fromthe Division of Gas and G|, show
production for one nonth attributable to an S-37A well, which
we w il have to address.
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(M. Arrington and M. Swartz confer.)

MARK SWARTZ: What was the total ntf in that

Novenber 20017
BOB W LSON: 5310 ncf.

(M. Arrington and M. Swartz confer.)

MARK SWARTZ: Was that the date of the deposit or

the date of the production? Can you tell?

BOB WLSON: This is the nonth of the production.

MARK SWARTZ: Month of the production.

BOB W LSON: Yeah, it would be the nonth of actual

production as reported to us or as entered by us at any rate.

BENNY WAMPLER.  How is that report generated, M.

Wl son? Where does the data cone from--?

BOB WLSON: The data originates with the reports

that conpanies file with the Division of Gas and O | that
they are required to file on a nonthly basis for each
production nonth. That's entered into our data base and
these reports are generated on a well by well basis fromthat

dat a base.

PETER KLUBI AK:  Not to bel abor the point, but that

is my point, that this is a confusing situation. There are

nurmerous wells in nunmerous units. There appear to be...you
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know, | understand M. Swartz explanation. | would point to
the Board, again, assumng there is a system of checks and
bal ances, | would point out to the Board that this system of
checks and bal ances is internal apparently. M. WIson has
reported to ne that they sinply don't have the staff or the
time to go back and doubl e check these figures. | think at
this point, is the Board charged with the fiduciary
responsibility of overseeing this fund, and presunmably
insuring it's accurate, but that | would argue that there
are...there are certainly holes in the systemand | think the
question of accountings and escrow and production nunbers and
how they reconcile, M. Swartz illustrated as a wtness, the
fact that are two...there are well production, individua

wel | production nunbers, and there are points of sale by, I
woul d assune, production nunbers and sal es nunbers and they
are presumably tracked back to the well head itself. However,
| would argue, or would state to the Board, that ny guess is
that M. WIson has no clue what those nunbers are and how
they are reconciled. It's an internal process that
apparently CNX or Consol is happy with. But ny argunent is
that |'mpretty sure, based on what | know, that the Board
doesn't...sinply does not have the neans or the capability to

go back and | ook at those nunbers. nor do they even get them
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Again, it's nmy understanding fromM. WIson and his staff
that they get escrow nunbers as reported by Wachovi a once
they hit the bank. That is the sumtotal of their oversight,
and presumably that's well managed by Wachovia. Qur concern
is, as the potential owners of that fund, a percentage of

that fund, how that nunber gets reported to Phil adel phia at

Wachovia is what we're concerned about. | think that there
is anple roomfor error when we're tal king about billions of
cubic feet of this stuff. | think the understanding that |

have is that nmaybe sonebody needs to watch the henhouse, and
that...l will sinply leave it at that, and | thank you for
your tine.

BENNY WAMPLER:  Thank you

MARK SWARTZ: Qur production records for 37 show

roughly 6600 that nonth, which would be consistent with
escrowi ng less than the total. But | can't get to the...l
mean, | don't have the data that would allow ne to back that
down to the nunber. But at least it's...you know, it's a
nunber that makes sense in the context.

BOB WLSON: | have no way of checking that.

MARK SWARTZ: | understand. |'mjust saying that,

you know, that nunber that you're reporting does not appear

to me to be a nunber that couldn't happen since our total
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production, and we weren't escrowi ng a 100% of the noney for
that unit, was indeed greater than what you're showng in
that nonth. | nean, that's about the only observation
can...l can nmake today, you know.

PETER KLUBI AK:  Thank you very nuch. [If | could

ask M. WIlson and get those back.

BENNY WAMPLER: Sur e.

PETER KLUBI AK:  Thank you very nuch.

MASON BRENT: M. Chairman, before we |eave this

i ssue---.

BENNY WAMPLER: Sur e.

MASON BRENT: ---are we going to get sone follow up

and expl anation for this.

BOB W LSON: Sur e.

BENNY WAMPLER' M. WIlson will be checking to see

if...if he, in fact, had a production report fromthat well
and whet her or not that was a typographic error entered by
the staff...his staff in putting it into our systemon that
one.

PETER KLUBI AK: | would point out to the Board that

we have records, M. WIson has seen and di scussed in the
record a report for S-37, a report for S-37A and a report for

S-37B. That appears to be contrary to what their systemis
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supposed to do. | don't know whether those records cane, you
know, as a typo from Consol or they were internally entered
wrong. But we have three separate reports for three separate
wells. Not coincidentally, the permts are for three
separate wells. Notw thstanding the fact that M.
Arrington's position is that S-37A doesn't exist, permtted
but doesn't exist.

BENNY WAMPLER: Let ne ask you, if you wll just

bear with us just a few nore m nutes because the other Board
menbers may have questions, but you did specifically ask for
relief. The relief requested here was answers and

expl anations and you heard the answers and expl anati ons
except for this one. | would ask you if there's...you know,
what further request would you have. W w il resolve the one

out st andi ng, the S-37A

PETER KLUBI AK: | think at this point, M.
Chai rman, we've got an explanation. [I'Il talk with ny
clients and if there's any further concerns, |I'll certainly

address themto M. WIlson and the Board directly. But |

think at this point we...we asked for an explanation, M.

Swartz gave an explanation, and I'lIl talk to them about.. .|
agree with that. | amquite concerned about...and, again,
|"musing it as an illustration, |'ve done enough of this to
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know that it is amfully tough to figure out sonme of these
nunbers and we are going to be in a position very shortly,
hopefully, where we are going to have to attach dollars and
cents to individual people.

BENNY WAMPLER:  Exact|y.

PETER KLUBI AK: And this kind of informtion nmakes

it awmfully tough. If, in fact, five mllion cubic feet were
punped froma well that supposedly doesn't exist, then
think we've got a big problem

BENNY WAMPLER.  Well, | will tell you fromthe

Board's past experience, and then | will open for the Board,

t hat peopl e have cone before the Board for disbursenent, when
you get into that |level, that's when you get...you know, the
Board's experience is the detail of production. W've been
through that wwth Garden Creek. Sone of you...Garden Realty,
| mean, and others that, you know, your clients would sit
down and cone to an agreenent as to production, as to
dollars, etcetera. That's the experience before the Board.

PETER KLUBI AK: But we have...insofar as the

Ratliff Plaintiffs, we have a nunber that has been tracked
and has been put together. | don't think we have...we can,
again, agree...the nice part of it is we're down to sinply

it's either Harrison Watt or the Ratliff heirs and Ratliff
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owners. So, | don't think we're going to be in that position
with that. But | anticipate...and that's because both ny

| egal assistant and the staff have spent two years frivoling
away at what the nunbers are. So, | think we have a...we
know what that nunber is.

BENNY WAMPLER: But you agree that it's not sinple.

There's a lot...there's a |l ot behind that.

PETER KLUBI AK: Right. And | understand...that's

my point is that nost of themare not going to be...have the
benefit of two years worth of work.

BENNY WAMPLER.  Right. | understand. Any ot her

questions or coments from nenbers of the Board? Thank you

SHARON PI GEON: | have a question. |'mnot a

menber of the Board. But you did nention that you had
proposed sone sort of abbreviated qui cker procedure after the
Suprene Court rules in its decision. Have any of the other
claimants to this escrow noney filed any actions in the

meanti me, decl aratory judgnent?

PETER KLUBI AK: |...l represent probably...well,

say represent. | don't have a signed retainer agreenent.
But | have been approached by probably thirty different

individuals. Again, ranging...and that's part of the
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problem ranging fromsmall anounts of noney to fairly
significant anmounts of noney. | have told themwait,

i ncludi ng the Linkous Horn heirs. | don't want to file these
things until we have a ruling fromthe Court. But once we
have a ruling fromthe Court, | probably anticipate filing
twenty to thirty suits alnost imrediately. | think that
the...frankly, there needs to be a better procedure than what
| didin the Ratliff, which is sinply filed a declaratory
judgnent action and |let the whole thing go through hearing,
etcetera. | think that...|l know Judge WIIlians has been
giving this sone thought, as well he mght. And...and, you
know, the Comm ssioner's system..this is a |aw kind of
situation. So, it's not really equity. But there are
systens out there for, | would think, sone sort of Special
Comm ssi oner or Master Conm ssioner or sone system where
there could be hearings held in Gundy and Lebanon, etcetera,
on three days in a row Literally, 1've given this a |lot of
t hought. People would cone in wth the necessary
docunent ati on and there would be notice of the hearings,
etcetera, in the paper or whatever. |If anybody had a

di spute, they could cone in. But it literally ought to be as
easy as proving that I own the surface and the gas and oil

| severed the coal. Here are the two deeds. That's all |
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severed. This unit escrow and whatever the percentage is
rightfully should belong to ne. Now, | think what M.
Wanpler just said is going to be an issue is that we've got a
unit and we've got twenty-six claimants. The problemthen is
going to be the twenty-six claimants. Now, the Board, |
think, has... M. Wlson's office has attenpt...well, |
shouldn't say that. | don't know | think he has attenpted
to keep the percentages straight, but I'mnot sure that's the
case. So, we may have a real issue with the fourteen
different Jones heirs. But at |east we can establish the
Jones heirs...it's the Jones heirs' noney and they can go
duke it out in Grcuit Court or settle it thensel ves.

BENNY WAMPLER:  Wel |, certainly what we'll have is

we'll have a record.

PETER KLUBI AK: Right.

BENNY WAMPLER: W have the Board record.

PETER KLUBI AK: But i nsofar as the $10, 000 t hat

bel ongs to the Jones heirs fromunit S blank, we can
certainly establish that, | think, with sone sort of

expedi ted procedure that doesn't...doesn't waste your tine
and doesn't have people com ng before the Board, doesn't
waste a whole lot of Crcuit Court tinme. | don't know the

answer. But | think it certainly behooves M. Kilgore to
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t hi nk about it.

BENNY WAMPLER:  That woul d be sonethi ng that the

Crcuit Court would...you' re suggesting the Crcuit Court---7?

PETER KLUBI AK: Before the office of the Suprene

Court or admnistrative office of the courts. So, there's a
| ot of bodi es around.

BENNY WAMPLER:  Appoi nt a Speci al Conmi ssi oner.

PETER KLUBI AK:  But | think that asking individual

Circuit Court judges, whose dockets are already chocked full,
to junp into five or six hundred cases and deal with in sone
cases sonewhat conplex property issues is ridiculous.

SHARON PI GEON: Wl |, aside fromthat, though..

aside fromfiling the action, have these fol ks established
their chain of title, which would have to be established al
the way back to the initial |andowner

PETER KLUBI AK: No, no. | have...no.

SHARON Pl GEON: So, there is alot of work in

presenting a case. It still needs to do that.
PETER KLUBI AK: There is. | wouldn't agree with
you. | think that frankly if they can establish ownership,

and this is going to be an issue, but if | can establish the
fee sinple ownership at the current tine and good title, |

don't care about the chain of title because that's not---.
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SHARON PI GEON:  How el se are you going to establish

fee sinple ownership without a chain of title?

PETER KLUBI AK:  Well, I'mnot positive | have to

come with an abstract or a title opinion, but that may end up
having to be. But that...also, that may not be
i nsurnountable. | nean, presumably when nost of these people
got their title, they've got that. So, | understand. |
understand the requirenent is that they're going to have to
establish fee sinple owership of everything except the coal
But | think if they can do that...mybe that's what they
have to do. They have to cone with a title opinion and a
title...maybe that's it. Maybe there has to be atitle
expert at every one of these things, too. | don't know  But
| know that there ought to be a procedure or else it's going
to be a real nmess and it's going to be a nightmare for the
courts, for the Board, for M. WIlson's office and for these
peopl e whose noney it really is. | don't...those are only
suggestions. (Gobviously, | don't have anything...|' mjust
sayi ng those are issues.

SHARON PI GEON: If they don't have---.

PETER KLUBIAK: |1'd be glad to neet...there are

several other attorneys who have | ooked at it in this area

and they think that. | know Judge WIlians has certainly
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t hought | ots about it in the |ast couple of years and knows
that it's out there as an issue. | know that he would | ove
to...it"s certainly in his interest to get this figured out.

SHARON PI GEON:  Well, without that, | just don't

see how it could go forward either way, expedited or not.

PETER KLUBI AK: | agree with the establishing. But

l...1...o0kay.
BENNY WAMPLER:  Very good. Thank you very nuch. |

appreci ate your suggestions and comments.

PETER KLUBI AK:  Thank you.

BENNY WAMPLER:  Thank you very nuch. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
repool i ng of coal bed nethane unit S-36, docket nunber VGOB-
98- 0324-0626-03. W' d ask the parties that wish to address
the Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: Just to refresh your recollection,

Les and | offered all of the testinony required of us, or at
least we felt like we did, with regard to S-36 that you just
call ed---.

BENNY WAMPLER:  Yes.
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MARK SWARTZ: ---and then docket itens five, siX,

seven and eight. They were sinply continued to take up the
matter that we've just disposed of. So, | think they're
right for a notion or questions that you m ght have.

(O f record.)

BENNY WAMPLER: | f you wll recall, that testinony

was taken last tinme and continued for purposes of today. |
believe we had an opportunity for...not to cut off any
guestions, but we had an opportunity for questions as a

W t ness and the evidence was presented. So, having said

that, | wll entertain questions or a notion for approval or
denial. Let ne go ahead, for the record, and call these
appropriately. 1In addition to the one | just called, is a

petition from CNX Gas Conpany, LLC for pooling of coal bed
met hane unit S-36, docket nunmber VGOB-98-0324-0626-03; and
units S-37, docket nunmber 98-0421-0649-02; unit T-35, docket
nunber VGOB-98-1020-0695-01; unit T-36, docket nunber VGOB-
98- 0324- 0625-03; unit T-37, docket nunber VGOB-98-0421-0650-
02. W'd ask the parties to address the Board in these
matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

t hose as well.

BENNY WAMPLER. Do you have anything further on
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them M. Swartz?

MARK SWARTZ: No, | do not.

MASON BRENT: M. Chairman, | recall all the

testinmony given last nonth in these matters. | nmake a notion
that we approve them

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

JI'M M| NTYRE: Second.

BENNY WAMPLER: Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of a coal bed nethane unit AZ-99, docket nunber VGOB-
04-0120-1250. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.
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MARK SWARTZ: M. Wanpler, |I'd ask that you

consi der conbining twelve and thirteen. These are the three
Nora units that we have on the docket today. W could do
t hat .

BENNY WAMPLER: |1'd also call a petition from CNX

Gas Conpany, LLC for pooling of coal bed nethane unit AZ-101,
docket nunmber VGOB-04-0120-1251; and unit BA-99, docket
nunber VGOB-04-0120-152...excuse nme, -1252. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: It would al so be Mark Swartz and Les

Arrington.
BENNY WAMPLER: The record will show there are no

others. You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I'"'mgoing to remnd you that you're
still under oath.
A Yes.

MARK SWARTZ: And with the Chairman's perm ssion, |

would like to incorporate the testinony with regard to the
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appl i cant and adm ssion to do business and with regard to the
operational issues, that the blanket bond is on file and so
forth, as well as the opinion testinony that was submtted
with regard to the first two cases that we heard today so |
don't have to repeat that.

BENNY WAMPLER: That wi || be incorporated.

Q Les, did you either draft or supervise the
preparation of the notices, application and exhibits with
regard to these three units?

A Yes, | did.

Q And these three units are Nora units, is
t hat correct?

A Yes, they are.

Q AZ-99 and AZ-101, | believe according to the

pl ats have 58.78 acres, is that correct?

A That's correct.

Q And the BA-99 unit is ever so slightly
larger. It has 58.79 acres?

A It does.

Q It is the plan to drill one frac well in the
drilling w ndow of each of these units?

Yes, it is.

Q And the Nora units would be projected to
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produce coal bed nethane fromthe Raven Seam down, woul d t hat
be right?

A That's correct.

Q VWhat did you do to notify the fol ks that
you' ve listed as respondents of today's hearing?

A We mailed by certified mail, return receipt
requested on Decenber 19th, 2003. W published AZ-99 in
Bluefield Daily Tel egraph on Decenber 26th, 2003; AZ-101,
Decenber 27th, 2003; and BA-99, Decenber 29th, 2003.

Q Have you filed your proofs of nmailing and
proofs of publication with M. WIson?

A Yes, we have.

Q What | ease terns would you recomend here
for any Board order?

A Qur standard coal bed nethane | ease is a
dol l ar per acre per year, five year paid up termwth a one-
ei ght h production royalty.

Q Let's start with the specifics concerning
AZ-99, okay. What is the information with regard to the cost
of the well, the permtting and the proposed depth of the
wel | ?

A AZ-99 is...estimated cost is $240, 540. 68,

estimated depth is 2,480 feet; and the permt nunber is 5560.
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AZ-101---.

Q Let's stay with AZ-99
A Ckay.
Q What are the interests that you' ve acquired

and what are the interests that you're seeking to pool?

A We have 100% of the coal owners' claimto
coal bed net hane | eased, 93.2783% of the oil and gas owners'
claimto coal bed nethane | eased; and we're seeking to poo
6. 7217% of the oil and gas owners' claimto coal bed nethane.

Q There's an Exhibit E here and | think the
only tract that requires escrow for conflict is tract 1B, as
in boy, is that correct?

A Yes.

Q There's al so an Exhibit EE, which indicates
there are sone split agreenents?

A Yes, there is.

Q And are you requesting that the Board
aut hori ze the operator to pay the people that have entered
into split agreenents directly rather than escrow ng their
funds in accordance with their split agreenents?

A That's correct, we woul d.

Q There are no revised exhibits with regard to
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A No.

Q kay. Let's nove on to AZ-101, and we've
got a bunch of revised exhibits with regard to that one,
correct?

A Yes.

Q Ckay. | don't think you revised the well

cost infornation.

A. No, we did not.
Q Ckay. Wiat is that infornmation?
A. The well cost, estimated cost, is

$236, 289. 72, estimated depth is 2,300 feet, permt nunber is
5936.

Q Ckay. Let's turn to the revised exhibits to
go through the information here. It |ooks |ike, because
there is an Exhibit B-2, that you' re proposing to dismss

sone peopl e?

A Yes, we are.
Q And what is the reason for that?
A After continued due diligence, we discovered

that all those fol ks were not owners.
Q And that's given as the reason for dism ssa
in Exhibit B-2?

A. Yes, it is.

85



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Q

Al right. And | assune that the change in

Exhibit B-3 is sinply to delete the fol ks that you've

di sm ssed?

A
Q
A.
Q

Yes, it was.
Ckay. The sane for revised Exhibit E?
Yes.

And when you deleted all of those, then

there was no escrow required for conflicts, is that correct?

A.
Q
A.
Q

No.
No, there wasn't an escrow required?
Correct.

Then we've got an Exhibit EE, which

i ndi cates sone fol ks have entered into split agreenents?

A
Q

Yes.

And are you requesting that the Board all ow

the operator to pay those people listed in Exhibit EE rather

than escrowi ng their funds, and to pay themin accordance

with their private agreenents?

Q

Yes, we woul d.

Then lastly, there is a revised tract ID

whi ch al so woul d be consistent with dism ssing the people

that weren't owners?

A

That's correct.
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Q kay. Let's go then to...what interests
have you acquired in this unit and what are you seeking to
pool in AZ-1017

A We have acquired in AZ-101, 100% of the coa
owners' claimto coal bed nethane, 91.5617% of the oil and gas
owners' claimto coal bed nethane. W're seeking to poo
8.4383% of the oil and gas owners' claimto coal bed nethane.

BENNY WAMPLER: Excuse ne one second. On the

exhi bit, you nentioned a revised tract |D?

MARK SWARTZ: Right. It should be the | ast page.

It got out of order in yours nmaybe, or sonething, or didn't
get in there. Are you |ooking at AZ-101?
BENNY WAMPLER. We've got it right here.

Q QG her than escrowing for...let's | ook here.
There's apparently no escrow required at all now that we've

revised the exhibit?

A That's correct.
Q Just to note sonething for the Board, you've
got...in Exhibit B-3, you' ve got an asterisk after M.

Martin's name, and you're indicating that the CBMis possibly
| eased to Equitable Production, right?
A Yes.

Q Does CBM have sone sort of...l'msorry, does
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Equi t abl e have sort of a generic oil and gas | ease and
there's a dispute as to whether or not they actually took the
CBM when they | eased the oil and gas, or what's the
situation?

A | can't recall, but M. Martin has done a

royalty split agreenent with the coal owners.

Q (kay. But | guess...but as far as you can
tell, Equitable may have a | ease in here?

A That's correct.

Q And | can see they're...that's going to have

to be considered when the el ection options are---.

A It will be.

Q And at least on the...and that |ease
interest pretty nuch accounts for what you're pooling?

A Yes, it does.

Q And we're going to see nore of that as we
wor k through the next few?

A You will.

Q Let's nove on to BA-99, which is the |ast of

these three Nora units. W' ve got a bunch of revised

exhibits here as well, correct?
A Yes.
Q Did you revise any with regard to the well
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cost information, that sort of thing?

A No, we didn't.

Q VWhat is your estimate of cost and the
permtting information and so forth?

A BA-99, the estinmated cost is $242,742. 55,
estimated depth is 2,555 feet, permt nunber is 5920.

Q Ckay. Now, | think here we've got...we also
have sone people that need to be dism ssed, and they woul d be

listed in Exhibit B-2 in the revised packet that the fol ks

got today.
A It is.
Q And what's the reason for dism ssal?
A One of the parties was not a | essor and one

of the parties was | eased.

Q Ckay. So Equitable wasn't a lessor in Tract
1-B?

A Ri ght .

Q It turned out right, correct?

A Uh- huh.

Q Then you wound up leasing M. Curtis Austin
intract 1-F?

A Ve did.

Q Was Exhi bit B-3 anended then accordi ngly?
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A Yes, it was.

Q Then we have a revised Exhibit E?

A Yes.

Q Wi ch indicates that there would be an

escrow requi renent because of conflicts in tracts 1-C, 1-D
and 1-F, is that right?

A Correct.

Q Wul d you tell the Board what interest you
have now that we've strai ghtened out the parties with Exhibit
B-2, what interest you' ve acquired and what interest you are
seeking to pool ?

A We have acquired 100% of the coal owners
claimto coal bed nethane. W' ve |eased 71.345% of the oi
and gas owners' claimto coal bed nethane. W're seeking to

pool 28.865% of the oil and gas owners' claimto coal bed

met hane.
Q And that's down from49%in the original---7?
A Yes.
Q ---in the original application?
A Uh- huh.

MR, SWARTZ: That concludes the testinony I would

have on those three units, M. Chairnan.

MR WAMPLER: Questions from nenbers of the Board?
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BOB W LSON: M. Chai rman?

VMR WAMPLER: M. WIson.

BOB W LSON: For the record, we received a letter

fromM. Jimmy Harris, who was the person listed here
previously as possibly | eased to Equitable Production
Conmpany, and this issue has al ready been cleared up by their
testinmony, but M. Harris was stating that there was no such
valid | ease with Equitable Production. That was the purpose
of his letter.

MR, WAMPLER: That hel ps ne because | was going to

go back and put an asterisk by that. You explained Equitable
didn't, but in your reason for dismssal, you had Ji my
Harris as NA. That's because you had it down as a | ease with
Equitable that didn't turn out to be correct.

Questions?

(No audi bl e response.)

VMR WAMPLER: Is there a notion?

JAVES MCINTYRE: Motion to approve.

Bl LL HARRI S: Second.

MR, WAMPLER: Second. Any further discussion?

(No audi bl e response.)

MR WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes.)
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MR. WAMPLER: (Qpposed say no.

(No audi bl e response.)

MR. WAMPLER: You have approval. The next item on

the agenda is a petition fromCNX Gas, LLC for pooling of a
coal bed nethane unit EE-11, docket nunmber VGOB-04-0120-1254.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

MARK SWARTZ: M. Chairman, EE-38, which skips one

docket nunber, it's sixteen, is also and Gakwood unit. | f
you coul d perhaps consider adding that, we could deal wth
both of those and | woul d be done.

BENNY WAMPLER W' || go ahead and call that.

Al so, a petition from CNX Gas Conpany, LLC for repooling of a
coal bed nethane unit EE-38, docket nunmber VGOB-02-0521-1029-
01. W'd ask the parties that wish to address the Board in
this matter to cone forward at this tine.

MARK SWARTZ: Also Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

MARK SWARTZ: M. Chairman, |I'd like to
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incorporate, if I could, by reference the testinony with
regard to the applicant and the applicant's qualifications
and with regard to the reasons...the opinion testinony as to
why this would protect correlative rights and so forth if |
could do that.

BENNY WAMPLER: | ncl udi ng the provisions for

payout ?

MARK SWARTZ: For the |ease term yes. Yes.

BENNY WAMPLER:  That will be incorporated.

MARK SWARTZ: Thank you.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I'"'mgoing to remnd you that you're
still wunder oath.

A Yes.

Q Lets start with EE-11, okay. Could

you...this is an Gakwood unit?
A Yes, it is.
Q And it's being pool ed under Cakwood I, which

mean that it would be a frac wel | ?

A That's correct.

Q It's an 80 acre unit, correct?

A Yes.

Q And you're proposing one well to be drilled

inthe drilling w ndow?

A Yes, we are.

Q And that well woul d produce coal bed net hane
gas fromthe Tiller Seam on down?

A Yes, it does.

Q What is the situation with regard to what
you' ve acquired by | ease or otherw se and what you're seeking

to pool here?
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A W' ve | eased both coal, oil and gas interest

of 93.1375% We're seeking to pool 6.8625% of the coal, oi
and gas.

Q And this is another situation where
Equitabl e may have a | ease with regard to the outstanding
interest?

A That's correct.

Q There's no escrow required with regard to

this unit, correct?

A Correct.

Q Let's turn to EE-38, all right.

A Yes.

Q EE-38 is a repooling?

A Yes, it is.

Q This was originally pooled back in, | guess,
"02. It was filed in May of '02?

A Yes, it was.

Q Ckay, what's...what's the reason for the

repool i ng?
A We di scovered we had an error in ownership
and we're correcting it.
Q And was there al so a nmapping issue?

A. Yes, it was.
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A

Q
unit because the

A

Q

A

Q

Ckay. And you fixed both of those?

We have.

Have you noticed absolutely everybody in the
percentages are going to change?

It did.

Ckay.

Ve did.

What have you done to notify the people you

pool ed before and the additional folks?

A

We mailed by certified mail return receipt

request ed on Decenber the 19th, 2003. W published EE-38 on

Decenber the 31st, 2003 in the Bluefield Daily Tel egraph.

Q
W son today?

A
Q

And have you filed that information with M.

Yes, we have.

What is the interest that you' ve been able

to acquire and could you conpare that to what it is you're

seeking to pool today?

A

Yes. W have 100% of the coal owner's claim

to coal bed nethane | eased. W have 84.55% of the oil and gas

owner's claimto

coal bed nethane | eased. W're seeking to

pool 15.45% of the oil and gas owner's claimto coal bed

met hane i n EE- 38.
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Q What...what's the information with regard to
wel | cost here and permt and the depth?

A Yes. EE-38, the estimated cost is
$200, 079.42. The depth is 2,230.27 feet. |It's permt nunber
is 4901.

Q There is...there's quite a list of tracts
that require escrow because of conflicts?

A Yes, it is.

Q "Il go slowy here and interrupt nme if
m ss sonet hi ng, okay.

A Ckay.

Q 2A, 2B, 2C, 2D, 2E, 2F, 2G 2H, 21, 23, 2L,
2M 2N, 20 2P, 2Q 2R, 2T, 2U and Tract 3 all require escrow
because of conflicts?

A That's correct.

Q And then there's a...you filed an Exhibit
EE, which indicates that sone fol ks have split agreenents?

A Correct.

Q And are you requesting that the Board order
allow you to pay those people directly in accordance with
their agreenents rather than escrow ng their funds?

A Yes, we are.

MARK SWARTZ: That's with regard to those two
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units, M. Chairnan.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

SHARON PI GEON: | have a question. Wat did you

change on Exhibit A page two on EE-38?
LESLIE K ARRINGTON: Yes, if you notice on,

believe it said oil and gas gross and net acres, we had 85.55
in one colum and 84.55 on one and it should have been 84.. .1
bel i eve 84.

SHARON PI GEON: The acreage and not the percentages

wer e changed?

LESLIE K. ARRINGTON: That's...yeah. It was just

the percentage. W had an error in the nunber.

BENNY WAMPLER:  And t he net percentage?

LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: Yeah, the righthand colum, the

second entry shoul d have been 84 instead of 85 AmI| right?

LESLI E K. ARRI NGTON: Yes, that's correct.

BENNY WAMPLER: Ot her questi ons?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?
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JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Is there a second?

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.

(AI'l menbers signify by saying yes.)

BENNY WAMPLER:  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you very
nmuch.

MARK SWARTZ: Thank you very mnuch.

BENNY WAMPLER: Before you | eave, and since the
other attorneys are in the room | just want to tell you so

far the draft formof order the Board is using is not working
as good as we would hope it would because we're getting a | ot
of changes when we...when it's com ng back in, the tract
changes. So, we'll be working with you, Sharon and | and Bob
in particular, to try to do whatever it takes to nake it
sinpler or easier to use if sonmething is triggering cause of
change or what have you. But we'll be working to try to

further automate that. Al so, maybe even to cl eanup and
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clarify the order a little bit nore. Well, certainly any
change to that, we'll bring back before the Board. This is
nmore procedural, you know. It would be appreciated in the
meantinme if you have identified areas of that order that are
difficult, or that cause you to have to go in and nake a
nunber of changes, to get that information to us because we
are going to try to further automate that so that maybe even
go out and pull it froma web and use it there each tine.

MARK SWARTZ: We're not...we're blissfully unaware

that we have a problem Do we?

BENNY WAMPLER.  Yeah, everybody does.

SHARON Pl GEON: Across the Board.

BENNY WAMPLER:  They' re changi ng. .. when you do

tract changes and it identifies things that are changed. Al
ki nds of |anguage changed each tine.

MARK SWARTZ: Oh, okay.

SHARON PI GEON: We're getting |ike a whole

par agr aph---.
MARK SWARTZ: Ch, wow.

SHARON PI GEON:  ---retyped of the boiler plate.

That's the way it's com ng out.

BENNY WAMPLER: The stuff that should be boil er

pl at e.
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MARK SWARTZ: (Ckay.

BENNY WAMPLER:  So, sonething...sonmething is going

wong with it.

SHARON PIGEON: And it may be that the format is

hard to insert information for sonme reason as it's going that
way. So, it's easier for whoever to say---.

MARK SWARTZ: Al right. Well, you know, just |et

us know and we'll...yeah.

BENNY WAMPLER.  So, it's just going to be one of

those things where we're trying...we're going to try to...I"'m
going to try to work with our folks in the conputer area to
automate in a manner so that certain things just are | ocked
in and can't be changed and the others will be filled in.

MARK SWARTZ: Ri ght .

BENNY WAMPLER: We'l|l do that and see if we can---.

MARK SWARTZ: (Ckay.

BENNY WAMPLER. ---facilitate it. But just make

you aware of that.

MARK SWARTZ: (kay. G eat.

BENNY WAMPLER:  Ckay, thanks. Take five m nutes.

(Break.)
BENNY WAMPLER: The next itemon the agenda is

nunber fifteen for the Board's consideration. A petition

101



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

from Equi tabl e Producti on Conpany for pooling of a coal bed
met hane unit VC 501826, docket nunber VGOB-04-0120-1255.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany. Qur
witness in this matter will be M. Don Hall. W'd ask that
he be sworn at this tine.

(Don Hall is duly sworn.)

BENNY WAMPLER:  The record wll show there are no

others. You nmay proceed.
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DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, state your nane for the record,
who you're enpl oyed by and in what capacity?

A My nanme is Don Hall. |I'm enployed by
Equi t abl e Producti on Conpany as District Landnman.

Q And do your responsibilities include the
land involved in this unit and in the surroundi ng area?

A Yes.

Q And are you famliar with Equitable's
application seeking a pooling order for EPC nunber VC 501826,
whi ch was dated Decenber the 19th, 20037

A Yes.

Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A,
that being the plat to the application?

A Ve are.

Q Now, does Equitable own drilling rights in
the unit here?

A. Yes, we do.
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Q And prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nmade to work a voluntary | ease agreenent?

A Yes.

Q Now, what is currently the interest of

Equitable wthin the gas estate in the unit?

A We have 59.63% of the gas estate | eased.

Q And the interest of Equitable in the coa
estate?

A We have a 100% of that | eased.

Q And are all the unleased parties set out

Exhibit B-3 to the application?

A They are.

Q And what is the percentage of the gas estate

t hat renmai ns unl eased?

A 40. 37%

Q Ckay. And that entire percentage is
represented by the gas estate interest in Tracts 2 and 4
within this unit and both of those tracts are owned by
unknown/ unl ocat eabl e persons?

A That's correct.

Q Being Tract 2 the Joseph Kiser, Jr. heirs,

and Tract 4 being the sane L. J. M Kiser heirs?
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A That's correct.

Q Bot h of whom we forced pool ed previously?
A That's correct.

Q And, again, were reasonable and diligent

efforts nmade and sources checked to identify and | ocate these
unknown heirs including primary sources such as deed records,
probate records, assessor's records, treasurer's records and
secondary sources such as tel ephone directories, city
directories, famly and friends?

A Yes.

Q And in your professional opinion, was due
diligence exercised to |ocate each of the respondents in the
unit?

A It was.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest as |listed at Exhibit B-3?

A Yes.
Q Are you famliar wth the fair market val ue
of drilling rights here and in the surroundi ng area?

105



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Yes.
Q Coul d you advise the Board as to what those
are?
A We pay a five dollar bonus, a five year term

and a one-eighth royalty.

Q And, in your opinion, do the terns you' ve
just testified to represent the fair market value of and fair
and reasonabl e conpensation to be paid for drilling rights
wWithin this unit?

A They do.

Q Now, as to the unknown and unl ocat eabl e
heirs in Tracts 2 and 4, should they ever be | ocated, do you
agree that they be allowed their statutory options in regards
to being an unleased interest and the statutory el ection
options being: one, participation; two, a cash bonus of five
dollars per net mneral acre, plus a one-eighth of eight-
eighths royalty; or three, in lieu of that cash bonus and a
one-ei ghth of eight-eighths royalty, share in the operation
of the well on a carried basis as carried operator under the
follow ng conditions: Such carried operator shall be
entitled to his share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or

overriding royalty reserved in any | eases, assignnents

106



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

thereof, or agreenents relating thereto of such tracts but
only after the proceeds applicable to his share equal, A)
300% of the share of such cost applicable to the interest of
a carried operator of a |leased tract or portion thereof; or
B) 200% of the share of such cost applicable to the interest
of the carried operator of an unleased tract or portion

t her eof ?

A Yes.

Q Do you recommend that the order provide that
all elections by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a

Avenue, Charleston, West Virginia 25328, attention Ml anie
Freeman, Regul atory?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend the order provide that if
no witten election is properly made by a respondent, then
such respondent shoul d be deened to have el ected the cash
royalty option in lieu of participation?

A. Yes.
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Q Shoul d t he unl eased respondents be given 30
days fromthe date of the order to file their witten
el ections?

A Yes.

Q | f an unl eased respondent elects to
partici pate, should they be given 45 days to pay their
proportionate share of well costs?

A Yes.

Q Do you expect any party electing to
participate to pay those well costs in advance?

A W do.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order, and
thereafter annually on that date until production is
achi eved, to pay or tender any cash bonus becom ng due under
the force pooling order?

A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate but fails to pay
their proportionate share of well costs satisfactory for
paynent of those costs, then their election to participate
shoul d be treated as having been w thdrawn and void, and

respondent shoul d be deened to have | eased?
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A Yes.

Q Do you recommend the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payable to that respondent be paid within 60 days after the
| ast date on which such respondent coul d have nmade
satisfactory arrangenents for the paynent of well costs?

A Yes.

Q In this particular case, since we have both
conflicting claimants and unknown owners, do you reconmnmend
that the Board establish an escrow account for Tracts 2 and 4
of this unit?

A Yes.

Q And who shoul d be nanmed t he operator under
any fore pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of this proposed
wel | under the plan of devel opnent?

A 2361 feet.

Q And the estimated reserves for the unit?

BENNY WAMPLER: Let ne stop you there. W don't

have an AFE

(JimKiser and Don Hall confer.)
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JIMK SER | apologize. It looks like |I've got
the original right here.

BENNY WAMPLER:  Just pass it around and we'll | ook

at it and you can provide it for the record later. Go ahead
W th your testinony.
Q M. Hall, could you again repeat the

estimted reserves for the unit?

A 2361 feet.

Q No, no, no, the estinated reserves?

A Oh, estimated reserves is 300, 000, 000 cubic
feet.

Q And are you famliar with the well costs for

t he proposed well under the plan of devel opnent?

A Yes.

Q Has an AFE been revi ewed, signed and
recently submtted to the Board?

A Yes.

Q Was an AFE prepared by an engi neering
depart nent know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A It was.

Q I n your opinion, does this AFE represent a

reasonabl e estimate of the well costs?
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A Yes.

Q Coul d you state for the Board at this tine
both the dry hole costs and the conpleted well costs?

A The dry hole cost is $112,969, and the
conpl eted well cost is $225, 305.

Q Do these costs anticipate a nultiple
conpl etion?

A They do.

Q Does the AFE include a reasonabl e charge for
supervi si on?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

Bl LL HARRI S: M. Chai rman?

BENNY WAMPLER: Yes, M. Harris.

BILL HARRI'S: A coupl e of questions about, and this
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is aclarification, | guess, the plat...the well |ocation
plat. Let nme make sure if | understand. Tract 4 is now at
the lower left corner, that inverted V. Then Tract 3 is to
the right of that. That's nore a rectangle there.

DON HALL: Tract 4 is...if you see the nunber Tract
4, above that there's an arrow pointing into a---.

BILL HARRIS: Yes, into alittle inverted V, yeah.

DON HALL: Yes, that's Tract 4.
BILL HARRI S: Yes, 4.

DON HALL: Tract 3 is to the East of that.

BILL HARRI'S: (Okay, | may have confused the nunbers

or changed the nunbers. kay, but 3 is to the east of that
and so that's that little rectangul ar section?

DON HALL: Right.

BILL HARRIS: The other thing is in the | ease when

you |l ook at Tract 4 it says "Unknown heirs of Sanuel J. Kiser
and so forth." Now, you're saying Tract 2, there are unknown
heirs. Now, | don't see the lease...| see the | ease
informati on on your B-3 or the unleased information as it
were on B-3. | don't see anything there. | don't knowif it
needs to be on the plat, if that's a problem Nothing for
Tract 2 that | can see indicates that there's any unknown

heirs there.
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DON HALL: The Joseph Kiser, Jr. heirs is listed up

there. It just doesn't...evidently,
unknown by it.

BILL HARRIS: Well, | don'

they didn't put the word

t knowif that's a

problemor not. But | just...when you said it was, | guess I

| ooked at the tract and noticed---.
DON HALL: Yeabh.
BILL HARRIS: ---that the

But that is...those are the fol ks?

plat didn't show that.

DON HALL: Yeah, those are the folks.

BILL HARRI S: Because you

and it does |list them
DON HALL: Right.
BILL HARRIS: That was all

BENNY WAMPLER:  Thank you.

can | ook at B...yeah, B-3

. Thank you.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: Do you understand what it's

pointing out there, M. WIson?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI' M Kl SER: M . Chai r man,
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application be approved as submtted. |If | need to further
supplenment it with sone additional copies of the AFE, just
l et me know.

DON HALL: 1'd like to make one correction. The
total depth of the well is 2472 feet.

BENNY WAMPLER: 24727

(JimKiser confers wwth Don Hall.)
JIMKISER That's consistent with the AFE
BENNY WAMPLER.  And M. WIlson will give you the

origi nal back, but he will need a copy for the record, the
AFE. Do you need that corrected on the unknown as well on
Tract 2? Do you understand what M. Harris raised on the
pl at, Tract 27

JIMKISER  That needs to be corrected?

DON HALL: The plat or---7?

BOB WLSON: |If | understood it properly, yeah.

JIMKISER | would think the plat, all you're
required to do under the regs is depict the ownership. |
don't know why it has to say unknown. | guess to nake it
consistent with the other one.

BILL HARRIS: Well, that's why | raised the

question. | don't know.

JIMKISER | nean, | don't think that's required.
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BILL HARRIS: Wll, that's...and |'d nade that

comment, too. | didn't knowif it was required.

SHARON PI GEON:  Well, if you don't know who the

heirs are, how are you indicating owershi p? That's what
you're saying. W don't know who those folks are. As it

reads, it would read to ne to say that you do know who those

heirs are.

BILL HARRI'S: Yeah, that they have been | eased.

SHARON PI GEON:  Yeah.

DON HALL: Well, it's no problem W can change
it.

JIM KISER  Yeah, we can change it.

BILL HARRIS: | think there are actually sone | ease
nunbers under...well, nmaybe that's the---.

JIMKISER  That's---.

DON HALL: That's for the coal
JIMKISER That's for the other estate.
BILL HARRI'S:  Yeah.

DON HALL: For the other estate.
JIMKISER Al right. So, we need a revised pl at
and what six or seven additional AFEs, eight or ten?

BENNY WAMPLER: Just one.
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anended.

BOB WLSON: Just one.

JIM KISER  Just one?

SHARON PIGEON: | would |ike one, please.

JIMKISER  Ckay.

BILL HARRIS: M. Chairman, | nove for approval as

BENNY WAMPLER: Mbtion for approval as anended. |Is

there a second?

yes.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

DON HALL: Thank you.
BENNY WAMPLER: The next itemon the agenda is...do

you have an interest in conbining themor what---?

JI' M Kl SER: Yes, we'd like to conbine them

There's one little difference.

BENNY WAMPLER:  Ckay, we'll conbi ne these next two.
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A petition fromPenn Virginia Ol and Gas Corporation for
nodi fication of the Roaring Fork Field Rules to allow for
conbi ning twenty-eight existing units into a single
provisional unit for drilling up to four horizontal CBM
wells. This is docket nunber VGOB-94-0215-0435-01. Also, a
petition fromPenn Virginia Ol and Gas Corporation for a
nodi fication of the Roaring Fork Field Rules to allow
conbining fifteen existing units into a single provisional
unit for drilling of up to four horizontal CBMwells. Docket
nunber VGOB- 94-0215-0435-02. We'd ask the parties that w sh
to address the Board in these matters to cone forward at this
time.

JIMKISER M. Chairman, Jim Kiser on behal f of
Penn Virginia Ol and Gas Corporation. Qur witnesses in this
matter will be M. TimLewis and M. Dick Waddell. Wile I'm
passi ng out sone additional exhibit material, we'd ask that
t hey both be sworn.

(TimLewis and Dick Waddel | is duly sworn.)

JIMKISER  Ckay. This, obviously, is going to be
alittle different than our nornmal hearings. Wat we're
seeking to do here is nodify the existing Roaring Fork Field
Rule to enable us to conbine a nunber of existing 80 acre

units into a nuch larger unit for the purposes of...these
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Wi Il be provisional units, for the purposes of drilling
hori zontal coal bed nethane wells. |I'mgoing to briefly have
both M. Lewis---. Even though both of them have testified
previ ously before you, since we do have sone new Board
menbers and maybe it has been a little while for both of
them 1'd like to, before we get into their testinony
regardi ng the geology and the drilling...and production
met hods, have themjust sort of go through their work
experience and their background for you all so you can get an
i dea of where they're comng from W'I|l start with M.
Lew s.
TIMLEWS: | received a Bachelor's of Science
Degree in geology from Morehead State University in
Moor ehead, Kentucky in 1980. | got a Master's Degree in
geol ogy fromBrightstate University outside of Dayton, Ohio
in 1986. | started working in the oil and gas industry in
1983. I've got twenty plus years of experience. I’ve worked
Virginia, West Virginia and Kentucky for the last thirteen
years or so. Currently I'menployed by Penn Virginia. 1|'m
their Vice President of geology for their eastern region,
which is located in Kingsport, Tennessee, which we do Roaring
Fork, Virginia, Kentucky and West Virginia, mainly drilling.
DI CK WADDELL: | have a Bachel or and Master Degrees
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in Petrol eum Engi neering fromthe University of M ssouri at
Rolla. A Master's Degree in Business Adm nistration from
Boston University. Registered Professional Engineer in Texas
and Okl ahoma. Retired twenty years active deputy in U S
Arny Corp of Engineers. Been in the oil and gas business
since 1980. Eight and a half years in West Texas primarily
with Tenaco O | Conpany basically in the drilling and

conpl etions work. Various increasing |evels of
responsibility. A vyear in the Mddle East in Omond and
Syria. Three years coal bed net hane business in Al abama. Six
years in a individual, or independent consulting role, for
Penn Virginia Ol and Gas in the Appal achian basin, primrily
in southern West Virginia, eastern Kentucky and to a limted
degree in Virginia. | have been a Penn Virginia enpl oyee
since 1999 as a Senior Petrol eum Engi neer and now as their
oper ati ons manager responsible for the drilling and
conpletion activities, again, all of the Appal achi an basi n.
We're al so operating in Mssissippi, Kansas, Louisiana and
kind of scattered around.

BENNY WAMPLER:  And your nane iS?

DI CK WADDELL: Dick Waddell. [I'msorry.

BENNY WAMPLER: That is for the record. Thank you.

JIM KI SER Ckay, any questions of the w tnesses
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regardi ng their background or experience?

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

(No audi bl e response.)

JIMKISER  There are not a lot |and issues here,
which is one of the great things about this process. As you
see, these are very large units conpared to what you're use
to seeing. One is 1200 acres, | think, and one is 2240
acres. HCBM2, the larger unit, M. Waddell, | guess, can
address these rather than having ne testify. But would it be
your testinony that all four estates in the unit for the
2,240 acre unit for HCBM2, that being the oil, gas, coal and
surface are owned by Penn Virginia.

Dl CK WADDELL: That's correct.

JIMKISER Ckay. And, again, HCBM3, if | can
direct the Board to...that's this unit, the smaller unit, the
1200 acre unit. You'll see this |ittle piece here, that
is...would it be your testinony, M. Waddell, that all four
estates are again owned by Penn Virginia with the exception
of this area here where that is a surface only tract that is
owned by another entity?

Dl CK WADDELL: That's correct.

JIMKISER And what we're doing is we've made sure
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that the |laterals have stopped even though Penn Virginia owns
the material, both coal, oil and...all mnerals, coal, oi

and gas under this tract because of the surface situation,

we' ve not extended the laterals to interfere wwth or go under
that tract. |It's just a decision that was nmade internally.

BENNY WAMPLER: Who owns t hat surface?

TIMLEWS: That's a tract that Penn Virginia
donated to the Appal achian M ddl e School ... El enmentary or
M ddl e School .

JIMKISER And would it be your opinion, M.
Waddel |, that everybody who is required by statute under both
19 and 20 was notified of this, that being yourself, Penn
Virginia operating, the coal owner and then we also notified
Equi t abl e Producti on Conpany? It does have a conventiona
oil and gas | ease on sone of this acreage.

DI CK WADDELL: That's correct.

JIMKISER And they were all notified and---7?
DI CK WADDELL: Yes.

JIMKISER ---were aware of the hearing and have
not filed any objections? And the main reason, one of the
mai n reasons, obviously, other than providing you all wth
the information regarding the ownership of the land, is we're

doing all of our hearings before the Board, the primry
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reason to...obviously, inpart to you that there are no
correlative rights issues in either one of these units.
That's why we elected to attenpt to formthese two units
first. They're...if this is successful, they'd |like to do
quite a few of these and on a going forward basis. There may
be sone situations where we have to pool in sonme acreage that
isn't Penn Virginia. But in this particular case, it is al
Penn Virginia and there are no correlative rights issues.

BENNY WAMPLER. Did you determ ne that the school

did not have to be notified as a surface owner?

JIMKISER  Yeah. Nothing in 19 or 20 that
requires the surface owner to be notified. That being said,
if there's no questions on that part of it, | guess we'll
start with M. Lewis to explain the geol ogy.

TIMLEWS: WMy | approach the maps?

BENNY WAMPLER:  Yes.

LESLI E K. ARRI NGTON: Do | need to be near m kes?

BENNY WAMPLER.  Wel |, you can get that one and see

how you do.
TIMLEWS: Al right. 1'lIl try to be |oud.
SHARON PI GEON:  You can take it out of that stand.

TIMLEWS: Take it out of the stand?

COURT REPORTER It will be fine if you will just
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| eave it sitting there. | can pick you up

TIMLEWS: Wat |I'd like to do first is just get
you |l ocated on where we're at with Exhibit A and ki nd of
follow through with a little bit of the geol ogy and the
hi story of the drilling of coal bed nethane in Wse County,
which is mainly where we're at here, in the Roaring Fork
Fi el d, because the history is inportant why we have cone full
circle nowto horizontal drilling. | think that will be
apparent once | get through sone of these maps. |If not, fee
free to stop ne and tell nme I'mnot doing a good job.

Exhibit Ais two maps. Structure map on your |eft
here, which is the base of the War Creek.

JIMKISER Let nme stop you just for a second. A
smal | er version of all of these Exhibits are in these
bookl ets that we passed out if that's hel pful.

TIMLEWS: | forgot to nention that. You can
follow the reduced size version and follow along wwth ne to
make it easier.

Exhibit Ais actually two maps. On your left is a
structure map on the base of the War Creek Seam which is the
coal that we want to drill horizontal in. On the right is an
i sopac, or a thickness map, of the War Creek Seam To get

you | ocated real fast, in yellow ..these yell ow bl ocks are
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the rough outline of where the towns are. This is

Appal achia, Big Stone Gap, Norton, Wse and Pound. W're

mai nly dealing wwth Wse County here. This...again, this is
a structure map. Contour interval here is 50 feet. So,
every...every contour line you see is we're gaining or |osing
50 feet of structure. As you can see here in this red area,
there is a lot of contours that are circled and cl osed.
That's called the Buckknob Anticline. That's a well known
feature. And I'll talk to it later, but that is where the
current successful vertical CBM programis ongoi ng by

Equi table. You can see the tightening of the contours to the
North as we approach the Pine Muntain Fault, which is a
structural feature. The sane thing to the south as we clinb
up on the Powell Valley incline over to the Power Valley
overload. That's where that is on Rt. 23. So, that gets you
| ocat ed.

QG her things to note on here are the different
colored squares. First off, the grey squares are the 80 acre
units that currently exist. The Roaring Fork Field Rules the
80 acre units are for vertical wells. The red area currently
producing 80 acre units drilled vertically. The pinkish
outline are wells that Equitable drilled as pool wells where

they actually conpl eted the conventional well and CBM at one
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wel | bore. They're producing them separately, tracking them
separate, but they drilled one well bore to test that nethod.
The bl ue squares are actually wells that were drilled. They
proved non-conmmercial and they were plugged and abandoned.
The kind of the bluish/grey circles are actually core hol es
both Penn Virginia and Equitable have drilled to test the
coal for quality and rank and gas contents. The things we do
to determ ne, you know, if this is going to be comerci al
So, that gets you started here and located and a little bit
of the geol ogy.

On the isopac map, it's basically a thickness nap
and we're show ng throughout nost of Wse County the War
Creek seam which is the target seem averages three feet.
There's places where it gets up to 90" in thickness, you
know, a fewlittle spots. It is a deep seam It occurs
2000 to 2500 feet or greater in depth. |It's considered at
this time wwth current technology not to be mneable at this
time. What the future brings, | don't know But at this
time, we consider it non-mneable. To give you a feel for
what that coal |ooks like, turn to Exhibit B, the cross
section. It looks like this. What |'ve taken is four well
| ogs that we have actually | ogged through and had, you know,

control for the coal seamhere. This is up in the horizonta
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unit two. By the way, if you'll look at the little index map
at the bottom The cross section on top is actually a
structural cross section to show how the coal is rising and
| owering. You can see it going in the direction of this
cross section. There's not a lot of structural change. The
cross section belowis just kind of a blown up version of
just the coal seamto show you how thick that seamis. It
averages in the area we're at five to six feet of thickness.
So, it's a prine horizontal target that we need to...we feel

we need to | ook into.

Now qui ckly on the history, not to bel abor the
point, Penn Virginia actually in 1990 drilled a series of
four core holes in the Roaring Fork Field in Wse County over
here in the west area. They tested the coal for gas content
and rank as well as thickness. At the end of that testing
program they determned that they didn't want to go forward
with the coal bed nethane in place. So, they abandoned really
the potential for coal bed nethane at that tine. Equitable
cane in 1991 and they actually purchased the conventional oi
and gas rights from ANR, Anerican Natural Resources. They
t ook over operations of the Roaring Fork Field. As they

started drilling wells down to the conventional reservoirs,
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they had to drill through shallow coal sections. In doing
that, they discovered they had natural gas shoals in the coal
seans, especially over Buckknob Anticline. |In fact, sone of
themwere very large gas and got them excited about potentia
for coal bed nethane. So, they approached Penn Virginia for a
coal bed nethane |l ease. At this tine, we had 92...over 92,000
acres of coal bed nethane rights in Wse County and a little
bit of Scott County. They took that |ease fromus. In '93
they quickly started to drill their own test program They
actually drilled core holes and test wells throughout the
field. They felt pretty confident on the Buckknob Anticline
that it would work. They had natural gas fields. So, they
didn't do a lot of work there. They actually canme over here
and drilled a series of these wells that were now plugged and
abandoned as well as put in sonme core holes in this area. At
the end of about say '94 or '95, they concluded that really
the only place they felt confident that vertical CBM woul d
work is on Buckknob Anticline, which really was, as a

geol ogi st woul d say, was a no brai ner because we had natural
gas shales. The rest of this really was witten off as non
commercial. Since that tine from'95 to the present,

Equi tabl e actually returned nost of that 92,000 acres back to

Penn Virginia. They have retai ned about 16,000 acres in Wse
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County. So, Penn Virginia now has nost of it back, which is
where we're proposing these units. They also attenpted a
little bit of gob production in 1997, | believe, that's kind
of a side story. But these orange blobs are that. That
doesn't affect us right now So, the long and short of it
this...other than Buckknob Anticline, the coal bed nethane
potential in Wse County was witten off as being non
commercial for vertical wells.

Hori zontal wells, the picture there was at about
2001, Penn Virginia started drilling horizontal wells in Wst
Virginia. W tested that nethod. |It's al nbst the sane
hi story as what we saw here in Wse County. W had a CBM
vertical play that wasn't working. W abandoned a | ot of
| eases. Now, we've started drilling horizontal wells and we
kind of had a second birth on those properties. To date, we
have about seven horizontal units simlar to this size in
there and we're currently planning on drilling nore wells.
So, we have, really to ne, opened up a large area that we've
witten off and is non productive in the past.

Wiy do we want to go horizontal ? Wat are the
benefits of it? Cbviously, when you think of this unit here,
that's twenty-eight 80 acre units. |If we drilled that

vertical, that's twenty-eight wells. That's twenty-eight
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roads leading up to those wells. That's twenty-eight

pi pelines comng into those. So, surface disturbance is
less. Dick Waddell is going to go through the drilling of it
later. But instead of twenty-eight wells, we have
four...four well bores. W have also have...the well life on
these is much shorter. W're thinking, you know, three,
maybe ten years, where a vertical well, the well life is
thirty-five years. So, we're in and out of there nuch sooner
for mning. Al so, there is no...no casing run in the

hori zontal part of these laterals. So, this War Creek Seam
if they ever want to cone back in and mne, if technol ogy
enables themto do that, they can do that. W |eave m ni mal
di sturbance. So, it has those benefits to us other than, you
know, pure economics. It helps the coal industry out.
They're enjoying it in West Virginia right now | think I'm

BENNY WAMPLER:  When you say m ni mal di sturbance of

the coal seam--.

TIMLEWS: Well---.

BENNY WAMPLER. ---give ne a little nore detail on
what - - - .

TIMLEWS: WlIl, there...as Dick is going to show,
we will have four well bores maxi numthrough the coal seam
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that have to...have to be cased on the shallow. W have the
ground water stream and the coal seam streamfor the
protection of the protection of coal seam as required by
State | aw

BENNY WAMPLER:  But in particular, the War Creek?

TIMLEWS: W won't have any casing in the War
Creek and Dick will go through that. W're actually going to
stop short of the War Creek.

BENNY WAMPLER: But he will be the one talking

about that?
TIMLEWS:. Yeah, and he's the drilling manager.
JIMKISER Well, |'ve got a few questions for him
BENNY WAMPLER:  Yeah, | was interested in |ike the

size of the bore they were going to use and things |ike that.
So, if Dick is going to do that, that's fine.

JIMKISER | nean, your testinony was that the
t hi ckness of the War Creek is four to five feet?

TIMLEWS:. |t averages about three and it can get
up to actually 90" inches in the area, which is about eight
feet. The area where we're actually proposing these wells is
about five to six feet thick.

JIMKISER And it would be your testinony that

other than the vertical well devel opnent that's up on the
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Buckknob Anticline in the red area, this is probably the only
way that you're going to see devel opnent of additional CBM
reserves in this area of the Roaring Fork Field?

TIMLEWS: Yes, that’s correct.

JIMKISER  Wiich is producing revenue for several
entities, including the state. Then also one nore question,
361: 20, which is the statutory section dealing with field
rules and the establishnent of themand the nodification of
them addresses, or requires the Board to address, allowable
production. Wuld it be your testinony that because this is
a |low volune, |ow pressure reservoir or |ow perneability and
there's no correlative right, that the issue of allowable
producti on does not need to be addressed in this particular
case?

TIMLEWS: Yeah, that's correct. W tested...
actually had permdate on this and tested the coal
vertically. It is low perneability and | ow pressure. So,
you're correct.

JIMKISER Ckay. | don't think I have anything
further of this witness at this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)
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BENNY WAMPLER:  Cal | your next w tness.

JIMKI SER Okay. M. Waddell will now address
the...this is a different drilling and production nethod than
you saw | ast year when we nodified the Nora Field on behalf
of Equitable for a horizontal well that they drilled.
It's...the CBX Technology is what it is known as. M.

Waddell will go through that for you at this point.
DI CK WADDELL: We'll just start with the major

di fference between what you've seen with Equitable's approach

and the one we intend to use. First of all, Equitable uses
one well bore to drill the wells, only the laterals, and to
produce the well. This concept, one well...or basically,
you'll have a well bore related to each general direction of
these patterns represented by these circles. 1In the center,
you have the well bore that is used to drill the laterals.
This well, which is nornmally referred to as the Ais not a
producing well. It's sole purpose inlifeis to do the

hori zontal part of the total series as we refer to these.
The other wells, B, C, and D, one related to each

of the horizontal patterns is drilled through the coa

(i naudi bl e) about fifty feet belowthis. Then it is

cavatated with a tool that opens a hole of about six feet in

diameter. These wells are all cased in accordance with
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exi sting regulations to protect fresh water streamor fresh
wat er zones and the coal protection stream These are al
cenented to the surface just as if they were a conventiona
coal bed net hane wel|.

Now, what happens here is you go out and you dril
your cavity wells to cavatate them case them |og them
Then fromthis hole, they drill out and you'll set your seven
inch casing in the articul ated hol e about two hundred feet
above the zone of interest or the target zone. That all ows
sufficient vertical roomto nake your turn. Again, the
casing is down through all the coal other than the target
zone. They cone out with directional drilling tools and
continuous read out, real tine, directional tools and
monitoring tools to tell at all tines where this bit is

| ocat ed.

After they have cavatated these holes, you run in
there with a string of tubing, which will in turn...or
conventionally be the production stream about three joints of
nonnetal lic, or nonmagnetic tubing on the end of this, and
then run a tool called a vector tool, which places it in the
coal seam Then the directional driller cones off the A

hole, builds his angle and he reads this tool that's in that
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hole and allows himto steer in and intersect these cavity
wells. Now, the cavity well is drilled down seven inches.
It is opened up to six feet. But he's back over here roughly
three hundred feet away, but is able to bring that in through
the tools and the technology he has to intersect that cavity.
Once a cavity is intersected, the conpressor is set on its
respective cavity hole in whatever direction they're drilling
at that tinme. This conpressor is utilized to air rate this
drilling fluid. These are drilled with water to aerate it to
help mnimze the effect of the hydrostatic pressure on the
coal seamand allows themto |ift through the vertica
section of the well bore, the fluids to get back to the
surface and recycle. Then, based upon the pattern that has
been devel oped to be considered the nost economc, or the
nost effective nmethod of draining the unit, determ nes the
particular pattern that's drilled. There has been studies
run with regard to the density of these laterals. The
overall pattern is referred to is a peynate pattern, which
cones basically fromhow a |leaf of a tree |ooks. You can
determ ne basically what the density of these should be at
this, approximately the coal thickness, the gas content of
the coal, various other paraneters and you' d make a tradeoff.

How much noney can | spend drilling relative to what
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additional reserves | mght obtain and reach hopefully the
ultimate conbi nati on? Roughly, one of these...and the idea
here is that you' re maxim zing the exposure to coal face to
an open well bore, which is the secret of coal bed nethane
production. The nore that coal has a place for the gas to
get out of, normally the higher the production rate wll be.
But that is the general concept. You'll drill out the main
| ateral, back up, kick off, conme back, go out this way and
just repeat this process until this leg is finished. Then
they can go this direction and do the sane thing. Wile in
nost cases, they're drilling this one and this one, those
t hat have al ready been drilled to be put on production. Each
wel | bore is produced as an individual well bore. Each well
bore will be permtted as an individual well bore. But the
total series, they're all interdependent. So, when the day
cones they're no | onger econom c to produce, we talk about
plugging. Then it's plugged as a series of wells because the
A, even though it is never produced, served as a nethod if
you ever had problens in one of these to hopefully be able to
reenter init to clean it out or sonething like that. So,
that's why that well bore remains there until such tine as
you determ ne its econom c production has been reached within

each one of these lateral sections. That is basically it.
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Cost wise, you can figure that you'll spend $20, 000
a day while you're drilling assum ng everything goes right.
One of these legs or patterns, just a rule of thunb, wll
cost you a mllion dollars. But, again, going back to what
TimLews nentioned if you take three mllion dollars and
twenty-eight tinmes $200,000 or 5.6 mllion dollars worth of
vertical conventional CBM wells, which probably woul d never
produce near the anount of gas that this approach woul d
anyway. So, cost effective in that regard one thing that
makes it...allow you to bear the higher drilling costs or the
high drilling cost is the rate of return. These wells four
years or five years at the nost you're going to probably
going to get your gas out of them They produce very fast.
We have sone in West Virginia right now One, the open fl ow
on it was seven and a half mllion a day. It also unl oaded
on its own close to five hundred barrels of water. Now, this
was the exception. But the overall program we were very
satisfied with it. W just feel it's away to go. It's a
met hod of getting a resource that you just cannot extract by
t he met hods ot her than or the conventional vertical wells
just don't seemto work.

Any questions?

JIM McI NTYRE: What do you do with solids?
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DI CK WADDELL: Okay, the solids are just brought

back to a pit. You're circulating the fluid and the solids

cone back---.

JIMMINTYRE: It's |ike a conventional well?

DI CK WADDELL: Just |ike a conventional well.

JIM MINTYRE: How big would the pit be?

DI CK WADDELL: Well, rough...as a rule of
t hunmb. .. okay, |'ve heard the question cone up, how big of a
hole did you drill out here? About four and three quarter

inches. So, you just calculate the total whole volune and
multiply that tines 1.75 and that will give you an idea as to
the pit volune, you will need to hold and cut and tri mone of
these plus allow tw feet (inaudible). O course, they'l
swell as they always do. Then the disposal nethod, you know,
is just in accordance with pit closing and things |ike that
woul d be in accordance with the DGO requirenents.

JIM McI NTYRE: What do you get the water? Are you

going to punp water down that well and recycle it and
recircul ate?

DI CK WADDELL: Oh, yeah. You have to...you have to

have a fresh water source. That's correct. | think I...on
these two that's in the permt packages, |I'msorry, | can't

tell you right off the top of ny head the two that have
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been...the water source that has been identified for these
items. But it has been, you know, and they have been
earmarked and will be included as part of the permt package.

But, again, you don't just punp this water down and never
see it again. You're allowed...you know, you don't get a
hundred percent---.

JIM MINTYRE: You recycle and recirculate it,

yeah.
DI CK WADDELL: No, you are recirculating. You do

not, of course, get a hundred percent of it back. By putting
the air conpressor on here and helping you lift that fluid
back. They have steel tanks at the surface, you know, | ust
like redrilling of the fluid. So, it's not a case of just
the one way | oss of the water.

BILL HARRIS: | have a question just about the

solids that cone up.

BENNY WVAMPLER® M. Harris.

BILL HARRI'S: Are you tal king coal there?

DI CK WADDELL: It would be coal except---.

BILL HARRI'S: Wen you first vertical.

Dl CK WADDELL: ---the first vertical. That's

correct.

BILL HARRIS: Is this...this just shows how
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ignorant | am about this, does this, and | know you're
tal king about putting this in the pit, is that reclained at
all or is that used for anything or is it just started or---?

DI CK WADDELL: | guess there is a possibility it

coul d be reused.

BILL HARRIS: | don't know what the percentage

normally is for this...this kind of a thing.

DI CK WADDELL: To find a buyer, would it be

economcal to handle it or the permt there, | can't answer
t hat .

BILL HARRI'S: Yeah, yeah. Are we just tal king real

fi ne substance?

DI CK WADDELL: Onh, yes, it's ground up. It's

pul veri zed.

BILL HARRI'S:  Yeah.

DICK WADDELL: It's a regular drilling bit---.

BILL HARRIS: Like a slurry that's getting punped.

DI CK WADDELL: It's alnost a slurry.

BILL HARRI'S: Yeah, yeah.

JIMKISER Let ne address one other issue why |I've
got Dick up there. Dick, if you'll turn to the unit for
HCBM3, which is the snaller unit, and we fornmed the way we

did in order that it would be a 100% Penn Virginia m nera
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acreage. |If you'll note, the articulation well and naybe the
cavity wells are outside the interior w ndow of the old
standard 80 acre units. W' d ask that the order for that
unit, HCBMS3, include | anguage that would allow us to spud and
encounter the War Creek seamoutside the...in the 300 foot
tolerance area in order to drill that particular pattern
There are no correlative rights issues. M. WIson, under a
normal vertical CBMwell in the permtting process, would
have the ability to grant |ocation exception. W'd ask that
that | anguage for this particular well be included in this
provi sional unit. Then our plan would be once we have our
experience with this and we cone back and ask the Board for a
permt or final order in that request, we'd ask that in the
future establishnments of these horizontal units that he be
all owed to grant an exception through the nodified field rule
or through the field rule. Again, we essentially would be
excepting fromourselves. The actually cavity wells that
produce out of right on the window |line anyway and in
order...since there are no correlative rights issues and in
order to effectuate that particular pattern, which is the
nost efficient and nost effective pattern because of the size
and shape that unit. W'd ask that the order...rather

than... it's going to have to be two separate orders anyway
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because the units are two different sizes. But we'd ask that
the order for HCBMB include the right to drill that well
that...drill articulation and cavity wells there.

BENNY WAMPLER: |s the unit that you' ve created in

the top portion going out with three leafs if you wll, is
that optima, and if it is why...why didn't you nove down far
enough on the next one to do three that way? Wy does your
pattern change?

DI CK WADDELL: Well, the |longer you can dril

straight out, the cheaper these are. Any mgjor turn can
equate to a day's drilling to nake these turns. So, that's
anot her thing you nust consider. Once you get on this
|ateral, or these main laterals, on a good day they can nake
1500 or 2000 feet of hole. Every tine you have to stop and
make a turn and back up and start another direction, that's
costly. Again, the nore sinplified explanation of it is it's
just the mnium..mniumnunber of these patterns it takes to
drain an area the better off you are.

BENNY WAMPLER: | guess what |'m aski ng though---.

TIM LEW S: | can...l can answer sone of that
t 00---.

BENNY WAMPLER:  Ckay.

TIMLEWS:. ---because | designed the units.
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BENNY WAMPLER:  Al'l right.

JIMKISER Wll, let ne...before you start on
that, let nme also point out on the exception issue on HCBM,
topographically that's by far and away the best spot to dril
that particular well.

TIMLEWS: The one reason why we don't have three
down there is if you'll see the tract which would be to your
right, which would be the east that red...heavy red line.

BENNY WAMPLER:  Ri ght.

TIMLEWS: That is a Blackwood Land | ease. W
don't have the CBMrights on that. So, if we went to a nuch
| arger unit, we would be force pooling them W felt we
didn't want to test the force pooling with this new techni que
now. Also, as Jimnentioned, topographically since we take
a...you know, the well site is alittle |arger because we're
drilling four holes, or three holes in this case, all close
together, that's the best place for it. W're also trying to
avoi d, based on our own decision, avoid the tract where the
M ddl e School is just because we feel that's the right thing
to do. | could go into the thickness of the coal, too. It's
very thick there. So, we're trying to stay in the heart of
t he coal

JIMKISER | guess Benny's question is why not
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make them all 22407

BENNY WAMPLER:  Yeah, why didn't you nove that

further south basically just to be point blank so that you
could make it just |ike the one above?
TIMLEWS: 1'll look...turn back to Exhibit A

BENNY WAMPLER: Ri ght.

TIMLEWS: Another reason why | really can't do a
three prong approach here is see how tight the contours are.
We're really coming up on the structure. | think that would
be too hard horizontally to drill for us. But we have...in
West Virginia, based on the coal thickness and econom cs, we
could do like...we could do one. This would be the maximm
where you have four well bores and three produci ng
wells...three (inaudible) well. W typically do two. But we
have done one. It all...it varies each tinme. Mybe that's
not the best answer for you.

BENNY WAMPLER:  |'mjust trying to understand it.

| mean, you know, if you couldn't configure going south, |
coul d understand there. But then nmy question would be, why
didn't you nove the first one north so that you coul d have
two of the sane.

TIMLEWS: | was mainly trying to stay in the five

and six feet of coal.
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BENNY WAMPLER:  Ckay.

TIMLEWS: If we're going to test it, I"'mtrying
to get ny best geologic shot, | guess.

JIMKISER And we had a third unit that we were
also going to file for this nonth, but---.

TIMLEWS: You're right, Jim There actually is a
third unit above that, but that takes in a piece of the ARC
Land | ease which we don't have.

JIMKISER And we don't feel |ike we'd exercise
due diligence in trying to obtain a | ease fromthem yeah, at
this point.

TIMLEWS: And it is one of these.

JIMKISER And so we're going to wait and file
this one.

TIMLEWS:. It is a three prong approach. So,
there is actually a proposed unit up here and we're talking
to ARC Land now trying to entice theminto |leasing to us so
we don't have to do a force pool

JIM McINTYRE:  You hit on sonething when you were

tal ki ng about the adjoining material owner. How far does
that gas mgrate?
TIMLEWS: Fromour studies that we have done in

West Virginiais we're | ooking around 500 feet out fromthese
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| ateral s.

JIM McI NTYRE:  Uh- huh.

TIMLEWS: So, we've got a 600 foot buffer between
these units and that's one reason why we wanted to cl osel ate
here to 80 acre unit. So, that fits nicely with what our
nodel i ng says. So, 500 to 600 feet is, |I think, a good
buffer for that.

JIM McI NTYRE:  Ckay.

MASON BRENT: | notice in both units, for instance,

in the top one, the |larger one, you have not extended into,
for lack of better term subunit AX-30 and then other one BA-
31. You've not extended into those units. What's...
what's...why are they included in the overall units if you're
not actually in them

TIMLEWS:. R ght. The green boundary is actually
the outline of the unit. Wy we haven't taken in this unit?

MASON BRENT: Well, not that unit. [I'msorry.

TIM LEW S: You said A---.

MASON BRENT: If you go up...no, BA-31. Yeah, that

one.
TIMLEWS: Ckay.
MASON BRENT: It doesn't appear to ne that you're
drilling into that existing unit, right?
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TIMLEWS: But |'mprobably...I'mprobably
dr ai ni ng about 500 feet away. Also, if we adhere to the 80
acre vertical rule, which we're trying to help...help ourself
with, I've already...l'malready outside that interior
wi ndow. So, that would...| would have to take in that unit
or ask for a force pooling if | didn't owmn it, but I do own
it.

JIMKISER W're trying to keep all the laterals
within the interior windows because of the mgration issue.

MASON BRENT:  Ri ght .

TIMLEWS: So, | think I...reservoir wise, | think
| probably amdraining that area and al so based on bei ng
outside the interior window | probably should include that
at least in ny mnd.

MASON BRENT: Okay. And does the sane hold true up

there with AX-307?
TIMLEWS: Right here. Yes, because you see this
| ateral cones out---.

MASON BRENT:  Ri ght .

TIMLEWS: ---it's in the interior window. |f you
go 500 feet, you've probably got it.
BENNY WAMPLER:  Goi ng back down to the...follow up

on a question in the BA-31. |Is there any...any technique
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that woul d prevent you fromjust bringing one |lateral out?
TIMLEWS: Wll, | work with many desi gns down
here. One thing we are limted to is drilling this thing out
fromthe articulating hole, the hole extent |abeled as...
want to call it the A hole. At about 5,000 feet out. W can
drill about 5,000 feet out and then get into the physics of
the tool and torque and the friction. You may get stuck.
You don't want to risk your life. So 5,000 feet is very
confortable. But then each tinme we make a turn here,
obviously that turn takes tine and there's friction with the
drill pipes. So, we can only push out so far. You know,
it'"s really the physics of the tool. |[|'ve played with a | ot
of patterns here. W're trying to avoid...also avoid this
gas well right here. So, | nean, | could have gotten nore
straight, but I don't want to interfere with the gas well,
which is Equitable's gas well.

BENNY WAMPLER.  Wel |, then there's technically not

a problemw th just branching out in one direction? You're
about...you' re nore or |ess show ng a bal ance. Wen you go
out in one direction, you're going to cone back and go out
the other direction.

TIMLEWS: A good rule...a good rule of thunb we

like to make these is a 120 degrees. You' ve got your center
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hol e, your articulating hole. You put the first well out
here and 120 degrees over another 120. So, you take in the
whol e 360, if you have three. Fromthe drilling standpoint,
they seemto prefer that.

BENNY WAMPLER:  But if you weren't...if you weren't

out to your maximumlength that you like to play with there,

you coul d...you could actually bring an armdown into

the...into BA-31, just that one side and not the other?
TIMLEWS: Yes. Yes, we could. That's a good

t hi ng about the horizontal drilling is we can design the

pattern to fit the coal thickness to avoid, you know, force

poolings if you want.

BENNY WAMPLER: | f you were in the payout situation

and you didn't own all of that, you would be payi ng BA-31
just the sane as you would anybody in there, all parties in
t hat woul d be paid the sane?

TIMLEWS: Correct. \Watever there are...whatever
their interest is in that unit, obviously, we would have to
i nclude them and pay themroyalty.

BENNY WAMPLER:  Ckay.

MASON BRENT: And the reason you don't have that

situation el sewhere is your |laterals have not extended beyond

the 300 foot window within the---?

148



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

TIMLEWS: R ght. Yeah, as you can see with this
| ease here being out and we actually stopped this about...it
| ooks about 700 feet shy of that red line. That's 300 and
that's 300 or little bit inside that. Qur drainage, we
think, is about 500 feet. So, I think we're nore than safe
avoiding this | ease.

JIMK SER And to el aborate further on Benny's
gquestion, if in the future, we have units where we have
royalty owners other than Penn Virginia, other than the
operator, then whether or not a |ateral extends through their
acreage or not, they would be paid just |ike a conventiona
CBM force pooled unit. They would be paid on a pro-rata
share on the basis of their acreage in the unit.

TIMLEWS: O course, we'd try to attenpt to | ease
themfirst.

JIMKISER  Yeah, which is why we didn't...why we
didn't file that other one because we're still making an
effort there.

BOB W LSON: M. Chai rman?

BENNY WAMPLER: M. WIson.

BOB WLSON: Make a comment, our singular to date

experience is with Equitable's project that the Board

aut hori zed the Nora Field sone tinme back. |If you renenber in
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that, the stipulation was nmade that no | ateral could go nore
than 300 feet fromthe edge of any unit. |In other words,
respecting the setbacks that are already existing there.
Beyond that, the pattern itself is not fixed. |In other
words, the pattern at the Equitable well was changed during
the drilling process. W don't really care so long as their
conpl etion report conmes in and shows us where this stuff is.
They are respecting that setback boundary.

BENNY WAMPLER.  Are you confortable with what. ..

what they have here?

BOB WLSON: Yes, sir. | have had the opportunity

to look at this with these folks and with the CDX fol ks that
actually cane up with this process. 1've seen a couple of
their presentations as well. This is a very well devel oped
process as opposed to what Equitable did, which was basically
they went out on their own in trying to invent their own
process. They're to sone degree struggling with it. But
this particular process, as a matter of a fact, there are a
ton of pattens associated with this process that these fol ks
are having to deal with. But it has been used quite a bit in
West Virginia and in sone other places quite successfully.

It does...again, to go to the production consideration, it is

an opportunity to develop a resource here that, if history is
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any indication, would not be devel oped by ordi nary neans
because both Equitable and Penn Virginia have tested this
stuff through vertical wells. It just hadn't been econom c.

JIMKISER M. Chairman, | guess | shoul d point
out that we did---.

BENNY WAMPLER: M. Kiser.

JIMKISER ---prior to filing the applications, we
did have a lengthy neeting with M. WIlson and it is expected
for this area.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  You have a problem | think, Jim

wth the... M. Kiser, with the application itself on the
docket nunber 94-0215-0435-02 under your 4.1, your relief
sought .

JIMKISER  The acreage? D d you all not get those
corrected pages? It should be 1200 instead of 24 or 22---.

BENNY WAMPLER:  Wel |, this copy is the sane thing

that's in the other previous one, 28 established units in
t he---.
JIMKISER Right. And | sent corrected pages

over.
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BENNY WAMPLER: Well, | don't have it.

JI' M Kl SER: You don't have thenf

BENNY WAMPLER: M. WIilison... M. WIson has them

BOB WLSON: | have corrected pages.

JIMKISER  You have them okay. |'msorry about
t hat .

BENNY WAMPLER: And this will be for coal bed---.

(Benny Wanpl er and Sharon Pi geon confer.)
BENNY WAMPLER: |'ve had two things |I've been

trying to overcone. That was one of them You've overcone
that in ny mnd. The other one was this whol e busi ness of
publication/notice. Wile |I agree that you' re not required
per say under the field rules to do that, at sone point, we
have a requirenent in the regulation that...yeah, that we
cause the publication and whether or not it would be of
sufficient detail. [I'mjust trying to nmake sure we don't
have...you know, sonething this big of a feature, we don't
have a notice issue here because our rules say that each
applicant shall include in or will be mailed notice of the
hearing under required section and all that infornmation
whet her or not the nane and the address and the applicant,
relief sought, citations, statute and etcetera. You m ght

take a look at that and I'll ask you to work with our
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attorney to see if it behooves us to republish on that one.

If it's okay with the Board, |I'mjust tal king openly here
just to nmake sure that's not a flaw that we need to cover on
one side or the other. The Board can continue it and publish
it in nore detail

SHARON PI GEON:  What did we publish fromthem Bob

the corrected notice?

BOB W LSON: Excuse ne?

SHARON PI GEON:  What did the Board publish fronf

BOB WLSON: W published just the---.

SHARON Pl GEON: The docket ?

BOB WLSON: ---notice of the hearing. Yeah, the

docket notice of hearing. Yeah.
JIMKISER And you're thinking that we needed to
publish nore than that?

SHARON PIGEON: Well, it's alittle...the

regul ation says all of this would be in the notice. Not the
statute but the reg, all this detail---.

JIMKISER So, we'd have to publish application
al so, is that what you're saying?

BENNY WAMPLER: Let nme | ook at that.

SHARON Pl GEON: See, this is...if the docket I|ist

is the only thing that's published, it doesn't contain al
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that i nformation

BOB WLSON: No, all we publish is the...the actual

docket that you see here---.

SHARON Pl GEON: Thi s sheet here.

BOB WLSON: ---which includes just the pertinent

i nformation about the itemthat's com ng up
JIMK SER Well, the notice certainly states what
relief we're seeking to conbine units---.

BOB W LSON: |''mnot sure | understand the

requi renent that we haven't done here.

SHARON PI GEON:  The relief he's seeking, according

to what we got, is inaccurate. Then apparently, there was a
correction. If this is the only thing that's published---.

JIMKISER Well, actually the notice is correct.
The application is incorrect. Look at the notice.

BENNY WAMPLER: Yeah, | noticed the notice said

28---.

SHARON PI GEON: But you see what the notice is

supposed to contain there. Are you |looking at the reg?
JIMKISER  Yeah. "Statenent of relief sought and

proposed provisions of the order or proposed order." It says

"Modify the prior order dated May 31 to allow themto

establish provisional unit by conbining fifteen establish
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units into a single unit consisting of 1200 acres for

purposes of drilling a maxi num of four horizontal coal bed
met hane gas wells."” \What el se do you want it to say?
SHARON PI GEON:  Well, | would want it to be

consistent wwth the application that was fil ed.

JIMKISER Well, if it's a notice problem
it's...if the notice is right, then there's no problem The
application goes to you all or any other parties that we sent
it to.

SHARON PI GEON:  Wel |, the application would be

avai l abl e for anyone to | ook at and---.
JIMKISER Right. | sent the corrected parts of
the application prior to the hearing.

SHARON PI GEON:  Yeah, how...what tine frane did you

get those in?
JIMKISER They were nailed on...as soon as |
recogni zed the error, they were mailed on---.

BOB WLSON: W got themon the 14th.

SHARON Pl GEON:  The 14t h of January?

(Benny Wanpl er and Sharon Pi geon confer.)
JIMKISER | nean, on your regular hearings for a
force pooling or...well, you don't publish on |ocation

exceptions unless there's an unknown. But the notices for
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those don't include any nore than that.

BENNY WAMPLER: Well, I'mnore confortable in the

fact that Penn Virginia owns everyt hing.
JIMKISER  Right.
BENNY WAMPLER:  It's kind of |ike noticing

yourself. | think that's the difference. W're just
di scussing this because as we have the others, | think we've
tried to...in notices before, we've tried to say the Board on

its own notion is going to field rules or, you know, in this
case, when they publish what kind of notice requirenent they
woul d have...the applicant wul d have, do you follow ne, in
noti ci ng?

BOB WLSON: |'mconfused. Are you tal king about

the notice that was given in the docket that was published or
are you tal king about notice that Penn Virginia gave?

BENNY WAMPLER:  Tal ki ng about the notice that was

publ i shed.
BOB W LSON: I n other words, our docket?

BENNY WAMPLER:  Yes.

BENNY WAMPLER: | was tal king earlier about the

notice they gave as to whether or not they felt they needed
to notice the surface owner. There's no requirenent in the

field rule consideration in the statute to not---.
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BOB WLSON: Yeah, | would say that if, in fact,

this is not adequate notice, then probably it's going to be
that way for everything we do because we followed the sane
format on this in constructing this docket itemthat we have
forever, you know.

BENNY WAMPLER.  Wel |, the issue was though they

had...they had a different relief. They had copi ed the sane
relief in both and then they corrected it.

JIMKISER W had nade a typo.

BENNY WAMPLER:  That's what brought it up, Bob, as

to whether or not they had---.

BOB WLSON: Yeah, I'"'mjust trying to make sure |

know where we fit into this.

BENNY WAMPLER:  Ri ght.

JIMKISER There was a typo in the application
that said both the units were 2240 instead of one of them
bei ng---.

BENNY WAMPLER: Ri ght .

JIMKISER  ---1200.
BENNY WAMPLER:  Ri ght.

JI' M Kl SER: But the notices for sone reason were
correct in the size of the unit and the nunber of the units

bei ng conbined and the relief requested. | agree with M.
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Wlson if that's not correct, then it has never been correct.

BENNY WAMPLER:  Wel |, here again it just went to

the fact that...was it...did we have the information when we
had the...and, obviously, you go that sonewhere to be correct
at the time of the notice. But, you know, | didn't...we
didn't have the information that you had corrected that.

SHARON PI GEON:  Ri ght.

BENNY WAMPLER: The Board nmenbers didn't. M.

Wl son had it.
JIMKISER  But your notices were correct that you
publ i shed.
BENNY WAMPLER: | under st and.

JIMKISER  But the applications were incorrect.
We corrected themin tinme if sonebody wanted to cone | ook at
them before this hearing, they would have had tine to see the
corrected. Therefore, | don't see what is the problem

BENNY WAMPLER. | agree with that. | just---.

JIM KISER Ckay.
SHARON PI GEON:  Yeah.

BENNY WAMPLER:  ---openly discussed it.

JIMKISER  Ckay.
SHARON Pl GEON: We needed to know that on the

record.
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JIMKISER Okay. Are you going to swear ne in?
(Laughs.)
BENNY WAMPLER.  Well, M. WIson has al ready

testified to that as to when he received it and he published
it correctly. Any other...any other questions from nenbers
of the Board?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMK SER M. Chairman, we'd ask that the
applications be approved as submtted; be nmade effective as
of this date. W have the permts with us today to give M.

Wlson. O course, these are provisional units. Then

approved as provisional units. Hopefully, we'll back
in...I"mgoing to try to work with...we don't want to have to
keep doing this. |If these are successful, we want to try to
find a way that...l don't knowif there is one. But we'd

like to try to work with M. WIson and Sharon and yourself
and the Board to see if...if we don't have to pool anybody,
if they are all voluntary units, if there's sone way we can
do this without having to cone back every tine, maybe there
isn"t. But at |east once we get this done and established,
we can cone back and ask for a permt order in the---.

BENNY WAMPLER:  That woul d be the way to do it, |
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woul d think, is to conme back after you have the information
to present to the Board why it shouldn't be provisional and
why it should be sonmething that could be done. Then nodify
the field rules to allow it.

JIMKISER  Allow for the establishnment of
different size of units by conbining the---.

BENNY WAMPLER: Right. Yes.

JIMKISER  Ckay.
BENNY WAMPLER:  Were you coul d show that there

JIMKISER  (Cbviously, if we do have to pool in---.
BENNY WAMPLER.  ---cost effective to do that.

JIMKISER  ---unl eased acreage, then we have to
cone back anyway.

BENNY WAMPLER: Ri ght.

JIMKISER  Probably in nost instances, we're not
going to have to do that.

BENNY WAMPLER. Do you anticipate a | ot of water

with these?

DI CK WADDELL: W don't anticipate a |lot of water

out of the War Creek.
TIM LEW S: Yeah, it's...fromour studies and

production on the Buckknob Anticline, it's pretty tight, |ow
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pernmeability coal and produces little water at |east

vertically. | don't anti
drilling horizontally eit

BENNY WAMPLER

it if you do?

TIMLEWS: Yes.

which is mainly what it's

well as the CBMwells, |

ci pate huge vol unes of water
her .

Do you have provisions to deal with

Currently all of the salt water,
produced in the conventional as

believe Equitable takes that to a

di sposal well in Kentucky at this tinme. They haul it to

Kent ucky.
BENNY WAMPLER

(No audi ble res
BENNY WAMPLER

JI M Ml NTYRE:

Anyt hing further?
ponse.)
s there a notion?

Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER

further discussion?
(No audi ble res
BENNY WAMPLER

yes.
(Al nmenbers si
BENNY WAMPLER

(No audi ble res

Motion to approve and second. Any

ponse.)

Al in favor, signify by saying

gnify by saying yes.)

Opposed, say no.

ponse.)
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BENNY WAMPLER:  You have approval. Thank you.

JIM KI SER  Thank you.
BENNY WAMPLER:  Good | uck.

BILL HARRI'S:  Yeah.

BENNY WAMPLER: Hope it worKks.

TIMLEWS: W do too.
BENNY WAMPLER:  Any further business for the Board?

(No audi bl e response.)

BENNY WAMPLER:  You received a copy of the m nutes

fromthe last neeting. |s there any corrections or
addi ti ons?

(No audi bl e response.)

BENNY WVAMPLER:  |If not, I'll entertain a notion to
approve.

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER. Mbtion to approve. |Is there a
second?

MASON BRENT: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
yes.

(Al nmenbers signify by saying yes.)
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BENNY WAMPLER.  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  They' re approved. Thank you.

Thank you all very nuch.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Mchelle Brown, Court Reporter and Notary Public
for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 16th day
of February, 2004.

NOTARY PUBLI C

My conm ssion expires: August 31, 2007.
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